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NATIONAL AFFAIRS, POLICY 


OVERALL ECONOMIC REFORM DISCUSSED AT NATIONAL CONFERENCE 


Tianjin ZHONGGUO QINGNIAN JINGJI LUNTAN [YOUNG ECONOMIST FORUM] in Chinese 
No 2, 25 Apr 86 pp 5-11 


[Summary of Conference: "The Current Economic Situation, Economic Development, 
and Overall Economic Reform During the First 2 Years of the Seventh 5-Year Plan; 
Summary of the Ninth Conference on Trends in the National Economy Convened By 
the China Research Institute on the Reform of the Economic System, and the 
Beijing Youth Economics Society"] 


[Excerpts] II. The Current Situation 


Different appraisals were given regarding current trends in the economy and 
its reform, since some people at the conference used statistical data in their 
analysis, while others based their calculations on mathematical models, or 
used comprehensive data or representative data. Their work can be summed up 
as reflecting the following two viewpoints: 1. After taking a series of 
measures over the past half year, a marked improvement occurred in the 
economy and the reform. The problem now is to avoid economic s*agnation due 
to insufficient demand. The reform should go on the offensive, so as not 
to lose this golden opportunity. 2. Although overall demand has been 
reduced considerably, there remains the difficult task of stabilizing the 
economy. We must continue our efforts to resolve the problem of overall 
social demand exceeding overall social supply, and be very deliberate in 
initiating reform measures. 


According to proponents of the first viewpoint, since last July, retrenchment 
measures have begun to produce results. The pace of industrial production has 
decreased month by month, so that the growth rate each month is 3 percent less 
than the previous month. By November, the rate had dropped from June's rate 
of 22.9 percent to 8.8 percent, and it is predicted that the December 
industrial growth rate will be approximately 5 percent. The problem of the 
excessively high industrial growth rate lias been basically resolved, and the 
imbalance between overall social demand and supply fundamentally alleviated. 
As to capital for the production of finished products, this figure only grew 
an average of 100 million yuan per month from January to June 1985, and by 

775 million yuan monthly from July to October, for a 19 percent increase over 
the same period last year. It is predicted that finished product capital ° 
will show a tendency to increase from November to December, a phenomenon 











which reflects the fact that the drop in demand has been more rapid than 

the fall in supply. Since the fourth quarter last year, commodity prices 
across the nation have been stabilizing. If credit and investment continue to 
be effectively controlled, the partial buyers’ market that emerged in 1981-1982 
may reappear in the second quarter of 1986. In agriculture, 1985 showed 
fairly good trends economically. All goals envisioned in 1985 were reached 
in both production and in the progress of the reform. Progress in the reform 
to eliminate the key role of centralized purchasing and sales has been smooth. 
According to older stxtistical specifications and preliminary estimates, the 
growth rate for agriculture this year will be 10.7 percent. Aside from 
natural disasters, a main reason for the reduction in grain production was 
the conscious reorganization of the crop mix. Cash crops developed very 
rapidly--bringing in an average per capita income of 45 yuan. In light of 
this situation, control over overall social demand should be appropriately 
loosened. In particular, the decision to control the scope of investment in 
capital construction in 1986 at the 1985 level should be reconsidered. An 
anelysis of historical statistics shows that when there is zero growth in the 
scope of investment, the industrial growth rate cannot exceed 5 percent. In 
order to avoid economic retrenchment, we suggest adding another 10 billion 
yuan as investment in renewal and renovation to the original plan, taking 
firm measures to ensure the correct direction in its utilization. In the 
reform, we should adapt to the present relatively relaxed economic environ- 
ment and engage in the timely reform of the prices of the neans of production 
and other areas. 


Proponents of the second view hold that although the drive toward the inflation 
of overall social demand has been blunted and the wild inflation of commodity 
prices has been brought under preliminary control, the commodity price index 
remains at a level somewhere approaching doublt digits, which is excessively 
high. We are faced with two problems: a. Currently repressed overall social 
demand is like the gourd held under water--as soon as you release your hand 

it floats to the surface. The various regions and departments are all 
demanding that the planning commissions arrange for more investment. There 

is no way the top limit of 150 billion yuan for capital construction can be 
maintained this year. Pressures toward the inflation of consumer funds are 
even greater. This year's plan for total wages to increase by 14 billion 

yuan will most likely be exceeded. Therefore, we cannot disregard the infla- 
tion of overall demand. b. The retrenchment figures refer only to total 
volume. Not enough work has been done regarding structure; therefore the 
retrenchment has not gotten the results it should have. As for efficiency in 
the disposition of natural resources, the industrial structure has not been 
energetically reorganized during the retrenchment, not enough enterprises 

that failed to obtain a rational structural scope have been eliminated and 

the arrangement of the productive forces has not been improved as it should 
have been. As for efficiency in economic operations, labor discipline in 
factories and enterprises is generally lax and slowdowns among the workers are 
growing increasingly serious, which is negatively manifested in the enterprises 
as a fall in product quality and a growth in consumption norms. In the first 
three quarters last year the percentage of steel products, cast iron, cotton 











yarn, and other primary products that made the grade in key enterprises fell 
compared to the year before last and the first half of last year. The per-ton 
overall consumption of electrical power in the production of coal, oil, con- 
crete, plate glass and electric-furnace steel, and of coke in the use of 
cupola furnaces and other indicators all went up. We are at present faced with 
double bind: in order to get out of our economic difficulties, we must reform, 
but the reform requires a good, relaxed economic environment. Judging from 
actual economic mechanisms in China, we do not have to be concerned with 
economic growth rates this year. So long as we take measures of structural 
control to raise efficiency, make a timely readjustment of demand and 
strengthen and improve supply, we can be assured of reaching a growth rate of 
10 to 12 percent in the GVIAO this year. 


III. On Public Finances 


Sceme comrades believe that the special factors that led to great increases in 
revenues in 1985 due to the shift of the national income will not continue in 
existence in 1986. However, according to this year's economic growth of 7 to 
§ percent, revenues will increase 6 percent. Along with the growth of extra- 
budgetary funds, it is estimated that energy and transportation funds may 
increase 1.5 billion yuan, the special cooking oil tax 1 billion yuan, and 
the centrally supplied and recompensated foreign debt by 2 billion yuan, 
whereas revenues this year may reach 197 billion yuan. Expenditures in 1986 
have been relatively less flexible primarily because of the need to 
thoroughly consider the wage reform and the repayment of both principle and 
interest on domestic and foreign d2bts. Compared to the inventory of 
expenditures of the Standing Comm.ttee of the State Council and the Ministry 
of Finance, our estimates for 1986 expenditures are high. They are as 
follows: With the exception of capital construction, culture, education, 
science, health, national defense and administrative expenditures, price 
subsidies and expenditures for other items that are the same as the Standing 
Committee of the State Council, there are several other items for which they 
also have made projections, including 3 billion yuan in foreign trade losses, 
an approximate 1.15 billion yuan in paid back principle and interest for 
national bonds in 1986, approximately 2.9 billion yuan in paid back interest 
and principle on foreign debts, and 2.5 billion yuan resulting from the 
reduction of the readjustment tax and the partial raising of enterprise 
depreciation rates. More important is the estimate for expenditures for wage 
reform. The Standing Committee of the State Council and the Ministry of 
Finance plan on a regular pay raise of 3.2 billion yuan for administrative 
and institutional units and an increase of 1.4 billion yuan for retired 
personnel from enterprises, for a total of 4.6 billion yuan. They figure 
that if the "tail" of the wage reform comes to an end in 1986, and if part of 
the readjusted wages in enterprises is calculated into costs, plus the addi- 
tion of the relevant readjustments made to implement the policy toward 
intellectuals, the amount of expenditures used for the wage reform will reach 
10 billion yuan. Figuring this way, 1986 expenditures will increase 26.1 
billion yuan over 1985. In 1985, the scope of extrabudgetary funds and 
revenues projected by the Ministry of Finance reached more than 145 billion 








yuan, and will increase even more over the next few years, perhaps attaining 
the level as budgetary revenues during the Seventh 5-Year Plan. In order to 
further stimulate large and medium-sized state-run enterprises in 1986, 
methods such as reducing the readjustment tax will be taken to allow these 
enterprises to retain a bit more profit. In the financial realm, financial 
resources are enough to support the increase of the amount of profits 
retained at the enterprise level. However, this is not equivalent to economic 
stimulation and increased efficiency. How to accomplish this, to ensure good 
utilization of funds "released" inte the extrabudgetary category is the key 

to the problem. 


IV. On Bank Finance 


The results obtained by some comrades using the method of mathematical 
regression show clearly that the scope of credit last year was basically 
suited to the needs of economic development, but that there was problems in 
the credit structure. In 1984 credit for circulation funds accounted for 
85.1 percent of total credit funds, and for 83.3 percent in November 1985, 
while credit for medium- and long-term equipment and capital construction 
rose from 6.4 to 6.8 percent. This led to a widespread tendency toward 
shortages of enterprise circulation funds. According to a survey of 48 large 
and medium-sized cities, che amount of time goods of state-run enterprises 
remained in storage before and during production from 1983 to 1985 averaged 
80 to 86 days, and by last December this norm had risen to 96 days. There is 
a need to appropriately relax restrictions on the extension of credit for 
circulation funds, but this can only be a structural readjustment and not 
lead to the expansion of overall scope. 


There are two different viewpoints regarding the disposition of capital. 


Some comrades believe that controls still should not be loosened over overall 
volume in 1986 or in the beginning of the Seventh 5-Year Plan. The financial 
sector and the banks should coordinate their efforts to maintain a balance 

of revenues and expenditures in finance and in credit and continue to suppress 
the inflation of overall demand. Although there has been a reduction in the 
past few years in the scope of financial investment, capital owned by 
enterprises still flows toward capital construction, particularly of a non- 
production-oriented nature and bank credit is overcompensating for enterprise 
circulation funds. The goal of control is to, under the premise of continuing 
to limit financia’ inventory, reducc the ability of banks to supplement 
enterprise circulation funds and to force enterprise funds to flow back from 
capital construction to simple reproduction. Judging from current implemen- 
tation, although enterprise circulation funds appear to be in short supply, 
affecting to a definite degree the course of normal production, if available 
bank credit continues to shrink, enterprises and social funds may complete 

the flow cycle, thus attaining the goal of reducing the scope of investment 

in fixed assets. Related to this is the task of resolving the “bottleneck” 

in the national economy, which is to be primarily undertaken by financial 
capital. In this way, the budgetary inventory of capital constructicn cannot 

















be reduced again and banks cannot use surplus funds to expand the scope of 
credit. In the management of extrabudgetary funds, good use should be put to 
the function of local governments in organizing, and directing the centrilized 
use of dispersed capital efficiently. Control over overall volume is the 
prerequisite of the reform by which the rationalization of the structure of 


the national economy can be realized. 


Some other comrades believe that the readjustment of supply involved in the 
control of overall volume should be given special attention. ‘werall volume 
control is considered based on needs that arise during tne covrse of its 
restriction, and the key to the basic resolution of the contradictic.a between 
supply and demand lies in increasing supply. A policy of calling for the 
increase of supply requires not overall volume control, but rather the 
microeconomization of macroeconomic policy and working on the various links 
and aspects involved in increasing supply. According to proponents of overall 
demand control, although there is much room for capital investment, the 
profit-retention rate of enterprises is too low and most retained profit is 
concentrated by the financial sector and supervisory bureaus, so that banks 
can only supplement circulation funds and play a limited role in itivestment 
management. If this continues, investment efficiency will be adversely 
affected and the entire economy will be stifled. Depression will occur if 
this situation continues unabated for a long period of time. Therefore, a 
great deal of effort must be made to “adjust the microeconomy." It is 
necessary to conduct large-scale investigations, research, and project 
appraisals on the policy of distinguishing between financial expenditures, 
tax revenues, and bank credit, and on the actual orientation of importation 
of foreign capital and the use of external debts, avoiding simplification and 


subjective judgment. 
V. On Foreign Trade and Foreign Exchange 


Some comrades suggested that the 1986 foreign trade policy should be a 
synthesis of short- and long-term goais, the improvement of the export mix, 
the ~eform of the foreign trade system, the importation of foreign capital 
and tue readjustment, reform, and development of foreign trade. The focus of 
the policy is improving methods of administrative management, the creation of 
new regulatory organs, arranging for economic levers, and continuing to 
promote foreign trade reform within the realm of possibility in order to make 
good preliminary preparations for the overall reform of the foreign trade 
system in the latter part of the Seventh 5-Year Plan. 


1. Due to the weaknes,: of the export structure and the irrationality of the 
management system, there will be no basic improvement in China's foreign 
exchange situation during the Seventh 5-Year Plan. Therefore it is necessary 
to appropriately control import demand and develop import substitution. So 
long as the central authorities are resolute, the importation of chemical 
fertilizer and grain could be stopped. The importation of home electronics 
and automobiles could be checked by devaluation and increasing taxes. The 
present problem as that it will be fairly easy to check the importation 











of market materials, but difficult to stop that of the means of production. 
An important reason for this is that the implementation of distribution with 
allocated prices has distorted import costs, and has caused the regulation 
of foreign exchange «~o lose its control!ing function over imports. It was 
proposed that the distribution of imported materials be entirely implemented 
using proxy prices, and that the necessary financial subsidies be directly 
given over to production units (changing covert subsidies into overt ones), 
then gradually reducing subsidies for sub-secondary products? 


2. Readjusting the foreign exchange rate is an important lever in the 
promotion of exporting, and is a prerequisite for the reform of the foreign 
trade system. Export subsidies will increase after devaluation, but there 
will be no financial loss because the scope of import subsidies is smaller 
than that of export subsidies. Devaluation would have an inhibiting effect 
on local importing. 


3. Within the next few years there will be no basic change in the high degree 
of reliance on financial subsidies for foreign exports. .t 1986 the public 
finance sector mist yield a bit to foreign trade and change its method of 
subsidizing so that money is spent more effectively. It would not be 
appropriate at the present time to overstress the need to make foreign trade 
profitable. We must, at the earliest possible date, create a foreign trade 
development fund so that the foreign trade sector will no longer have to beg 
for funds each year. For those products and secondary products for which 
appreciation taxes cannot be implemented for the time being, a comprehensive 
tax rate should be set and tax returns should be paid all at once. 





4, Export growth cannot be divorce’ from credit supports from the state. New 
dispositions must be made in 1986. In 1984, despite the expansion of the 
scope of overall social credit by 99.6 billion yuan, foreign trade inventory 
was reduced and the extension of credit aot only did not increase, but even 
fell 6 billion yuan more than earlier in the year, for a drop of 14.6 percent. 
In 1985, credit was controlled in such a one-sided, arbitrary fashion that 
even foreign trade was adversely affected. Since the expansion of credit in 
1984 and its reduction in 1985 were both detrimental to foreign trade, it was 
suggested that the green light be given to foreign trade credit in 1986 and 
that the restrictions on the extension of credit to foreign trade enterprises 
be relaxed appropriately. A funding priority should be added to the "five 
priorities," and effective measures should be taken to resolve the problems 

of late repayment of foreign trade loans by departments ordering goods. It 
was suggested that we stop postponing the establishment of a foreign trade 
bank in 1986. 


5. Given the current situation in which major changes cannot be made in the 
foreign trade system, it was proposed to first stabilize the primary products 
export system, place the focus of the foreign trade reform on the export of 
machinery and electronic products, expand enterprise authority over exporting 
and encourage the creation of industrial trade associations. At the same 
time, we should organize manpower to conduct more research on the principles 





and program for implementation of the foreign trade reform, with the goal of 
taking important action in this reform in 1986. 


6. Regarding the fur:her improvement of the system of profit retention in 
foreign trade, it was proposed that: a. ratios for foreign exchange 
retention everywhere, and within and outside the plan, be made uniform, and 
that special, single allocations could be made in special regions; b. the 
foreign exchange market be opened up to permit foreign exchange dealings among 
regions and enterprises; c. this year's norms for foreign exchange utiliza- 
tion in all places, and a new rate of foreign exchange retention be connected. 
It was suggested that the central financial authorities put up a sum of money 
to buy back old quota on foreign exchange, which would neither put a damper on 
local initiative and enthusiasm, nor be a source for future trouble. 


VI. On the Organization of Products and the Production of Essential Markets 


Some comrades believe that we should discard the old simple idea that “reform 
means noninterference." There are many links from the loosening of price 

re trictions to the formation of market mechanisms regarding which we must 
consciously do much practical work. The mechanism of price is not equivalent 
to that of the market. This fact has been demonstrated by the past several 
years of practice in reform. If a managed, socialist, unified market system 
is to be created, we should pay close attention to the organization of the 
market. If we rely on the “invisible hand" to bring order out of disorder in 
the economic system, it will take too long and the price will be too great. 
Organizational work that cculd be done at present includes: 


1. In the product market, greatly developing futures and wholesaling, 
creating an economic entity for large-scale wholesaling, and connecting the 
producer with the buyer, thereby directing long-term economic behavior. 


2. In the capital market, we must first organize the extrabudgetary funds 

that have grown daily over the past few years. However, this does not mean 

the restoration of the unified system of central financing using "comprehensive 
financial" methods, the rejection of the role of the banks, the vertical flow 
of capital, and a policy of centralized investment. To the contrary, we 

should assist the banks and local financial institutions to use this funding 
creatively and well. Second, private financial organs already in existence 
should be analytically strengthened, and utilized to develop a diverse capital 
market. 


3. Regarding the labor market, employment, social welfare and guarantees 
should be gradually divorced from each other, and we should create employment 
agencies, improve the unemployment insurance system, and gradually build a 
competitive labor market. 


4. Creating and improving economic laws and regulations and strengthening 
the system of economic supervision and information gathering. If the market 
mechanism now in existence in economic life can be said to be software, then 











said to be software, then the departments of banking, taxation, customs, 
industrial and commercial management and accounting could be compared to 
hardware. At present, the function of our hardware cannot keep up with the 
pace of development of software, and must be promptly strengthened. 


VII. On Price Reform of Means of Production 


Regarding the question of whether or not great changes can be made this year 

in price reform, some comrades believe that this largely depends on our 
financial resources and social strength. Judging from this year's financial 
arrangements, no more mon2y can be allocated to support price reform, but 

next year there will definitely be great changes in the prices of the means 

of production. From now on we should amass more financial resources, create 

a good environment, train specialized personnel, and do a good job of planning. 





Other comrades agreed in principle with the above viewpoint, but feel that 
the second half of 1986 will be the best time to implement a reform of the 
prices of the means of production since the 1981 readjustment. The primary 
reasons for this are: 1) results have already been obtained from the 
restrictions on demand; 2) the overall scope of credit has come under 
preliminary control; 3) there are fairly few risks in reforming the prices 
of the means of production. Of course, this will require the following 
supplementary measures: loosening restrictions on credit for the production 
of salable consumer goods in demand, stopping the extension of credit for 
capital construction and middle- and long-term equipment, improving taxation 
work, controlling expenditures, not immediately restoring and augment ing 
foreign exchange reserves and finding ways to sell some gold. In this way, 
we can restrict demand as well as guarantee supply and create a more stable 
economic environment for the price reform, 


The unanimous opinion was expressed that the means of production price reform 
begin with steel. But as to how to carry this out, there were two different 
viewpoints. One was the "raise prices and taxes" plan--that is, the ex- 
factory price of average state-produced allocated steel be increased from 
approximately 600 yuan to around 1,000 yuan per ton; the average port price 
for imported steel after going through customs be raised to 1,200 yuan; the 
market price for steel be allowed to fluctuate. At the same time we should 
cancel the 14 percent appreciation tax on steel products, levy a 42 to 43 
percent high-volume-production tax on all Chinese-produced steel, and, given 
current exchange rates, increase the average customs tax on imported steel 
from 12 to 33 percent. In the first year of the price hike on centrally 
allocated steel, subsidies should be given to users of such steel within the 
state plan according to distribution norms for centrally allocated steel, 

so as to make up for the price differential. According to rough estimates, 
after the state raised the prices of and taxes on steel, it could increase the 
sales tax on steel 20 billion yuan and minus the subsidies of 10.2 billion 
yuan, providing the state with a net revenue of 9.8 billion yuan. The other 
theory advocates "releasing price restrictions and increasing taxes,"--that is, 
releasing 10 percent of centrally allocated steel, or approximately 4.3 











million tons, more specifically, shifting from the use of planned to negotiated 
prices for steel supplied to the machine industry and for general construction 
projects. No changes in the original relations of supply would be made for 

1 to 2 years, and directive planning tasks for the machine industry would be 
correspondingly eliminated. This could enable large enterprises to free 
themselves from the chains of the system in kind of directive planning. On 
the other hand, it could bring down the present market price for steel which 
tends to be too high. The state could levy product and income taxes on the 
increased revenues of steel mills after the loosening of restrictions, and 
return to state coffers revenue from speculation that now slips through in 

the course of circulation. 


VIII. On Implementing a System of Property Operations and Stimulating Large 
and Medium-Sized Enterprises 


Some comrades believe that some basic problems have been encountered in using 
the method of continuing to decentralize and stimulate enterprises as the 
reform deepens. These are manifested as follows: 1) Enterprise stimulation 
has caused disorder and irrational behavior, encouraging the inflation of 
investment and consumption. 2) Enterprises have responded rapidly to signals 
coming from the market regarding demand, but their responses are frequently 
uneconomical or inefficient. 3) Enterprise reaction to macroeconomic 
adjustment signals have been poor, and a series of vicious chain reaction 
cycles hard to control have emerged. The crux of the problem lies in the 

lack of a suitable system to essentially increase enterprise budgetary firmness. 
The key to the success of the rural reform is in restructuring the microeconomy 
by the land-contracting system and family farming and operations, thereby 
promoting a natural turn for the better in the rural economy. There is 

nothing preventing the urban reform from learning from the experiences of the 
rural reform. The key to this lies in understanding the spirit and essence 

of the rural reform's restructuring of the microeconomic organization, and 

in making an effort to grasp the core of the problem--the capital operations 
system of responsibility--a success based on the laws particular to the urban 
reform, and reorganizing the enterprise system within the bounds of the system 
of public ownership. 


The main content of the capital operations system of responsibility includes: 
1) Property appraisals. For historical reasons, the real and nominal value 
(original or net value) of enterprise assets have differed greatly. The 
enterprises do not have the responsibility for this. Therefore, reappraisals 
of current assets must be made based on the capital-profit rates of enterprises 
over these many years and the net worth of assets. Equipment could be 
calculated according to their replacement value. At the same time, from now 
on responsibility for all newly increased assets resulting from state invest- 
ment shall be taken over by the enterprises following appraisal and bidding, 
and all benefit and risk shall accrue to the investor. The monetary value of 
all new assets resulting from enterprise decisions to invest shall be entered 
into the enterprise's state-owned asset ledger, and the enterprise shall take 
responsibility for any gains or losses on its investments. Finally, asset 

















appraisal and the organizational form of the enterprise are to be integrated. 
During the course of appraisal, the state must make clear policy decisions 

to support specialized enterprises and entrepreneurial organizations that 
have reached a certain economic scope, and the readjustment of the structure 
of enterprise scope. 2) Profit sharing. The state has unconditional legal 
ownership rights over its assets and their appreciation, and should share in 
the benefits of all resulting funds. 3) Responsibility for capital operation 
refers to the setting of limits on the rights and responsibilities of enter- 
prises over the use of capital after the principle of property appraisal and 
wealth-sharing has been established. 


The role of the responsibility system over assets in the economic reform 
includes the following: 1) Appraising and cutting off the tail of egalitar- 
ianism in enterprises resulting from prior conditions; 2) using the amount of 
economic returns from assets as the main standard of the handling of the 
distribution relations between the state and the enterprise to stabilize 
long-term enterprise behavior; 3) the levying of a tax by the state on the 
amount of funds used by the enterprise to deal with, once and for all, the 
inflation of investment; 4) employing and dismissing economic leadership 
according to returns on capital, so that state-owned assets have reliable 
representatives in the enterprises; 5) implementing the system of enterprise 
economic responsibility; 6) promoting the horizontal flow of capital among 
enterprises and the reorganization of enterprises already in existence. At 
the same time, this will be of great significance to the enhancing of overall 
social results and long-:.erm development. 


Suggec ced steps for implementation were: 1) Conduct a thoroughgoing appraisal 
of the assets of state-owned enterprises in an integrated fashion wit : the 
1986 industrial survey; 2) immediately take the profit rate and the appre- 
ciation rate on capital as the primary aim of the appraisal of the plant 
director system of responsibility across the country; 3) select certain 
industrircs in economic reform test site cities to conduct controlled 
experiments and gain experience, striving for nationwide promotion within 

2-3 years. 


12221/12851 
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NATIONAL AFFAIRS, POLICY 


TASKS, IDEOLOGY OF NATIONAL ECONOMIC MANAGEMENT 
Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 7, 4 Jul 86 pp 3-6 


[Article by Li Yining [0632 0110 1337]: "On the Tasks and Guiding Ideology of 
National Economic Management"] 


(Text ] National economic management is to manage, according to objective 
economic law, major social and economic issues that concern the situation as a 
Whole in an effort to keep the normal pace of the economy and guarantee that 
the fixed goals of social and economic development will be achieved. 


Under the socialist system, major social and economic issues that concern the 
situation as a whole include: 


1. Economic stability. This is a short-term task of national economic 
management. 


2. The sustained growth of the economy. This is an intermediate-term task of 
national economic management. 


3. The balanced development of society. This is a long-term task of national 
economic management. 


The Immediate Task of National Economic Management and Guiding Ideology 
I. The Short-Term Task of National Economic Management 


The short-term task of national economic management is chiefly to maintain the 
stability of the economy. To maintain economic stability, we should maintain, 
through government regulation, a balanced relation between aggregate social 
demand and supply to keep a basic balance between the two. 


When aggregate social demand is larger than aggresgjate social supply, we may 
adopt the method of restraining aggregate social demand or stimulating 
aggregate social supply to maintain the basic balance. When aggregate social 
demand is smaller than aggregate social supply, we may adopt the method of 
stimulating aggregate social demand or restraining aggregate social supply to 
maintain the basic balance. However, under general circumstances, it may be 
better for us to adopt the method of regulating aggregate demand because 
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stimulating aggregate supply cannot yield any results in a short period of 
time and restraining aggregate supply means restricting the existing level of 
productive forces and idling human and material resources already in use, 
thereby causing a negative effect on future social and economic development. 
So, the central issue of the national economy in the near future is to 
regulate aggregate demand. 


In order to maintain the stability of the economy, the following questions 
must be solved in national economic management in the near future: 


A. How do we appraise the current situation of the national economy? What is 
the main basis for our judgment? What standard do we judge by? 


B. After appraisal, if we believe that abnormal or seriously abnormal 
phenomena have emerged in the mechanism of current national economy or that 
the situation is basically normal but certain problems still exist, then how 
do we find the causes? It is not that easy to find the causes of problems in 
national economic management under complex situations. Especially, we need to 
avoid certain misleading false appearances and find out what they are and how 
to avoid them. 


C. If we understand the basic problems of the current economy and seek the 
the major causes of these problems, then how do we draw up policies? What are 
the choices of policies? How do we design the system of countermeasures? How 
do we carry out the decision after it is made. An important issue here is: 
It is impossible to have a set of readymade countermeasure systems that suits 
every occasions. We must design a system of countermeasures focusing on 
certain issues according to each specific situation and lay out practical 
moves to implement them. 


D. How do we test the effects of the countermeasures we formulated? How do 
we measure the degree of their effectiveness? If they are effective, then is 
it necessary to readjust them? On what occasion is it better to readjust the 
countermeesures? If the countermeasures we adopted have side effects or if 
unexpected new problems crop up during the implementation of such 
countermeasures, what shall we do? 


The four groups of questions listed above are related to the short-term tzs3k 
of national economic management and have a direct bearing on government organs 
in charge of national economic management. Only by carefully studying and 
solving them can we make achievements in short-term national economic 
management. 


Il. Guiding Ideology for Short-Term National Economic Management 


When carrying out short-term national economic management, the guiding 
ideology must be clear. If the guiding ideology is not clear. the 
understanding of the short-term task of national economic management and the 
discovery of current problems in the national economy will ot necessarily 
mean the ability to formulate effective countermeasures and carry out 
readjustment. The guiding ideology of short-term national economic management 
may be summarized as follows: 
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A. In socialist social and economic development, balance itself is not an 
objective. Instead, it is a method and starting point of analysis. The 
balance of socialist society and economy is a dynamic and relative one. A 
dynamic balance is a balance achieved by the society and economy through self- 
readjustment in the course of movement. A relative balance is a social and 
economic balance that swings to a certiin extent around the point of balance. 
A dynamic and relative balance between aggregate social demand and supply 
means nothing more than a basic balance between the two. In other words, 4a 
basic balance includes "demand slightly larger than supply" and "supply 
Slightly larger than demand." The achievement of the dynamic and relative 
balance (namely basic balance) between aggregate social demand and supply 
Should be considered a guiding ideology for short-term national economic 
Management in maintaining economic stability. 


B. Under the prerequisite of the dynamic and relative balance of targets, 
neither “supply slightly larger than demand" nor "demand slightly larger than 
Supply” would hinder the normal movement of socialist economy and both can be 
considered as economic stability. However, under China's current situation, 
demand larger than supply is an unavoidable trend whereas supply larger than 
demand or supply equivalent to demand is unrealistic. Because of this, we 


Must be good at adapting to the objective situation of "demand slightly larger 


than supply" which exists in reality and probably will continue to exist for a 
fairly long period of time and learn how to carry out socialist construction 
in such an economic environment. 


C. From above we learn that in short-term national economic management we 
should avoid the excessive expansion of demand, especially investment demand. 
Of course, the excessive expansion of consumption demand and demand resulting 
from exports and the excessive inflow of capital is also an issue needing 
attention. In addition, attention should be paid to the issue of balance 
between foreign exchange income and expenditure so that economic stability 
will not be affected due to an excess of unfavorable balance of international 
payments. There is a limit to both the imbalance between aggregate social 
demand and supply and the imbalance between net exports and net capital inflow 
in the balance sheet of national income. As long as this limit is not 
exceeded, we should not take national economic situation that seriously. 


D. Since we need to avoid the excessive expansion of demard, especially 
investment demand, in short-term national economic management, it is necessary 
to pay attention to the limit on the fundraising of the national economy. 
Judged from the angle of the flow of income, within a certain period of time, 
the maximum amount of enterprise funds that can be collected at home will be 
the sum total of taxes, after-tax profits, depreciation funds, and laborers’ 
personal income minus consumption expenditures. In fact, enterprise funds 
that can be collected at home should be smaller than this limit because tax 
payments to the state cannot be all used as enterprise funds anda part of 
enterprises' after-tax profits is also used for consumption expenditures. 
This means that judged by the form of value, the maximum amount of enterprise 
funds that can be collected at home, if not including depreciation funds, will 
be equivalent to the sum total of the income of the state, enterprises and 
laborers minus their consumption expenditures. Judged by the form of material 
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objects, the maximum amount of consumer goods and means of production that can 
be supplied at home for net investment is equivalent to the amount of consumer 
goods and means of production supplied at home minus the amount of consumer 
goods needed by the state, enterprises, and laborers. If we combine the 
analysis of the form of value and that of material objects, we may change the 
Sentence as follow: The income of the state, enterprises and, laborers 
available for net investment after deducting their consumption expenditures 
Should correspond to the amount of net social output value after deducting the 
amount of consumer goods needed by the state, enterprises, and laborers. This 
is the understanding of the limit on fundraising at home in short-term 
national economic management. Of course, judged from the viewpoint of dynamic 
and relative balance, going beyond this limit is not forbidden under all 
circumstances nor is raising investment funds through increasing the issue of 
currency impermissible. Going beyond the above-mentioned limit and 
increasing the issue of currency when necessary does not contradict the 
understanding of the limit on fundraising at home in short-term national 


economic management because balance is, after all a method and starting point 
of analysis, not an objective. 


The Intermediate-term Task and Guiding Ideology of National Economic 
Management 


I. The Intermediate-Term Task of National Economic Management 


The intermediate-term task of national economic management is to maintain the 
Sustained growth of the economy. To maintain the sustained growth of the 
economy, we should guarantee, through government regulation, a definite rate 
of investment to raise the level of productive forces, continue to increase 
total social output value and national income, and rationalize the 
distribution of resources throughout the nation. Because of this, the central 
issue oi intermediate-term national economic management is to readjust 
industrial, technological, and regional economic structures. Only on the 
basis of such structural readjustment can we guarantee the improvement of the 
level of productive forces and the rationalization of the distribution of 
resources and realize the sustained growth of the economy. Since an 
intermediate term consists of several short terms, issues to be considered in 
intermediate-term national economic management focus on increasing aggregate 
Supply which, however, should not be considered as the only issue worth 
noticing in intermediate-term national economic management. The regulation of 
aggregate demand should still be considered as one of the intermediate-term 
tasks of national economic management. Issues to be resolved in intermediate- 
term national economic management are: 


A. It is necessary to find out if there are any problems in the sustained 
growth of the economy. What is the major problem? Is it industrial, 
technological, or regional economic structure that hinders the sustained 
growth of the economy? How do we appraise the situation of such structures? 


B. If industrial, technological, or regional economic structure is considered 
as irrational through assessment, how do we avoid misleading false apperances 
when carrying out such analyses. What are the causes if such irrationality is 
so bad as to obstruct the sustained growth of the economy. 
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C. If we have a clear idea of the causes of irrational industrial, 
technological, and regional economic structures, then how do we formulate 
countermeasures? What are the choices of countermeasures? How do we design 
the system of countermeasures? How do we carry out the decisions after they 
are made? 


D. How do we test the results of the countermeasures we formulated? How do 
we measure the degree of their effectiveness? how do we prevent the 
countermeasures we formulated from having side effects? How do we deal with 
new problems which might crop up during the implementation? 


Il. The Guiding Ideology of Intermediate-Term National Economic Management 


The guiding ideology of intermediate-term national economic management may be 
Summarized as follows: 


A. Is high investment rate really "good" or "bad?" Is high speed really 
"right" or "wrong?" To answer this, we must proceed from concrete reality to 
see if they benefit the sustained growth of the economy instead of only the 
temporary growth rate of the economy. There is no absolute standard nor a 
fixed and unchangeable standard for the measurement of investment and growth 
rates. If investment and growth rates can benefit the sustained growth of the 
economy, it is worth trying to achieve them whether they are relatively "high" 
or "low" or "fast" or "slow." 


B. The existence of a dual economic structure is an objective reality and 
intermediate-term national economic management should proceed from recognizing 
this objective reality. The developed part of a dual economic structure is 
the opposite of the underdeveloped. The originally underdeveloped part is not 
necessarily always relatively backward and the originally developed part is 
not necessarily always relatively advanced Lecause a certain part of each may 
Switch position. Even so is the case, relatively developed part can always be 
distinguished from relatively underdeveloped part because it is impossible for 
different components of the economy to reach a development level at the same 
time. Therefore, it is impossible to eliminate this dual characterestic 
through government economic regulation within a given period. 


C. In intermediate national economic management, government regulation can be 
used to continue to improve each and every component of the economy on their 
original basis. As for how to develop the production of each economic 
component and what kind of industrial departments and technological structure 
should be established, we must consider the effectiveness of the combination 
of productive elements and how each component of the structure should 
determine their own relative advantage, instead of copying a certain ready- 
made model. What needs to be clarified is this: No component of the economy 
is required to have a complete line of production or a variety of products nor 
are they required to establish the most advanced technology. They are only 
required to determine a clear investment orientation, investment scale, and 
the form of technological innovation. 
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D. In intermediate national economic management, government's function is 
mainly to promote economic and technological cooperation between different 
sectors of the economy. In order to accelerate the development of the 
relatively underdeveloped part of the economy, the government may exercise its 
function through various means of regulation. However it should not adopt the 
methods of "blood transfusion" or "helping the poor." Instead, it should 
increase their ability to "produce blood" so that they can be freed from 
poverty through their self development. 


The Task and Guiding Ideology of Long-term National Economic Management 
I. The Task of Long-Term National Economic Management 


The task of long-term national economic management is to maintain the balanced 
development of society. To maintain the balanced development of society, we 
should eliminate, through government regulation, various factors obstructing 
the balanced development of society to coordinate economic and social 
development. Because of this, the central issue of long-term national 
economic management is to eliminate contradictions between equality and 
efficiency, between economic growth and ecological balance, and between 
personal conduct and social standards, etc. 


Since a long term consists of several intermediate and short terms, long-term 
national economic management does not exclude short- and intermediate-term 
national economic management. This is because only on the basis of economic 
stability and sustained economic growth is it easy to find solutions for such 
problems as contradictions between “equality” and "efficiency," between 
economic growth and ecological balance, and between personal conduct and 
Social standards. Therefore, regulating aggregate social demand and 
continuously increasing aggregate social supply is still one of the tasks of 
long-term national economic management. 


We should also consider the fact that because the central issues of long-, 
intermediate- and short-term national economic management are different, 
certain contradictions exist among them. What is significant is how to 
fulfill the task of short-term national economic management without caucing 
any difficulties for intermediate- and long-term national economic management, 
how to fulfill the task of intermediate-term national economic management 
Without causing any difficulties for long-term national economic management, 
and how to handle, in long-term national economic management, major economic 
issues which have not been solved or are not to be solved in short- and 
intermediate-term national economic management. 


As far as long-term national economic management alone is concerned, issues to 
be resolved in long-term national economic management to maintain the balanced 
development of society are as follows: 


A. It is necessary to find out whether there are any problems in the balanced 
development of society, the degree of the balance or imbalance of social 
development, and where to start? What is the basis for judgment? How do we 
appraise the balanced development of society? 
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B. If a certain degree of imbalance appears in the development of society, 
how do we find out the major and secondary causes? How do we assess the role 
of every factor affecting the balanced development of society? How do we 
avoid certain misleading false appearances in analysis? 


C. If we find out the major cause of a certain degree of imbalance in social 
development, then how do we formulate countermeasures? What are the choices 
of countermeasures? How do we design the system of countermeasures? How do 
we carry out the decisions after they are made? 


D. How do we test the results of countermeasures we formulated? How do we 
measure the degree of their effectiveness? How do we prevent’ the 
countermeasures we formulated from having side effects? How do we deal with 
new problems that might crop up in the implementation? 


II. The Guiding Ideology of Long-Term National Economic Management 


The guiding ideology of long-term national economic management can be 
Summarized as follows: 


A. Properly handling the relations between "equality" and "efficiency" is one 
of the central issues in long-term national economic management. Here 
probably are two different ideas about the balanced development of society: 
One holds that the achievement of "equality" should be considered as the major 
Sigr of the balanced development of society; the other holds that greater 
efficiency should be considered the major sign of the balanced development of 
Society. This involves the order of "equality" and "efficiency" or the 
relative importance of "equality" and "efficiency." The guiding ideology of 
long-term national economic management must, on the one hand, attach equal 
importance to "equality" and "efficiency," and on the other, determine the 
focal points of issues to be resolved according to different circumstances. 
Emphasizing only "equality" or "efficiency" not only cannot guarantee, but may 
hinder, the balanced development of society. 


B. It is thus clear that an important issue is how to comprehend the 
"equality" and “efficiency" of socialist economy. As we understand, 
"equality" means: 1) producers as the master of the means of production; 2) 
equal opportunity; and 3) to each according to his work on the current level 
of productive forces. "Efficiency" refers to efficiency on the basis of the 
public ownership of means of production, under the condition of equal 
opportunity, and in line with the principle of to each according to his work. 
It is not impossible to achieve "equality" on the basis of increasingly 
greater "efficiency" through the long-term national economic management of the 
government. 


C. Economic development must reflect concerns for and training of the people. 
Abundant materials and products undoubtedly should be considered as a sign of 
concerns for the people, but it is not the only one. We must be clear about 
this: In the course of economic development, along with the continuous 
increase of materials and products, there is still a possibility of imbalanced 
development of society and the phenomenon of "people controlled by materials" 
still might appear. "People controlled by materials" is not right. 
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"Materials controlled by people" is correct. Only by developing toward the 
direction of "materials controlled by people" can socialist economy conform to 
the nature of socialist production. 


The above is an exposition of the tasks and guiding ideology of national 
economic management in socialist economic development. Only when these tasks 
are clarified and guiding ideology is corrected can the countermeasures of 
national economic maagement become increasingly rational and perfect. 


12302 
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NATIONAL AFFAIRS, POLICY 


INVIGORATING ENTERPRISES KEY TO ECONOMIC REFORM 
Beijing RENMIN RIBAO in Chinese 31 Oct 86 p 5 


[Article by Jiang Yiwei [5592 0001 5517]: “Invigorating Enterprises Is 
Still the Key To Economic Reform"] 


[Text] Enterprises Are Still Far from Having Become Relatively Independent 
Commodity Producers 


The 3d Plenvm of the 12th CPC Central Committee defined the nature of 
socialist enterprises, affirming that they are the commodity producers and 
managers of socialism in a planned socialist commodity economy; moreover, it 
held that increasing their vitality is the key to overall reform of the 
economic system. This was also listed as the first of three reforms tasks 
in the Seventh 5-Year Plan. 


What should be the focus of further reform in the next 2 years? This is an 
issue which is now being debated. Some people think that enough provisions 

to expand enterprise authority were uade in the preceding stage ard, that 

the next step should deal mainly with solving the issues of market and 
macroeconomic control; enterprises should look inward, improve their internal 
management, and not contend for more authority. Still others think that 
enterprise authority has been expanded too much and, that all of the out-of- 
control phenomena which occurred in 1984, were caused by the “improper conduct 
of enterprises. Is this really how things stand? 


The conclusion that we reached from our recent investigation of 40 large and 
medium-sized enterprises in cities, such as Beijing, Tianjin, and Shenyang, is 
just the opposite. [hese enterprises are experiencing almost continuous 

hard times, and their factory directors and managers told us about the various 
problems that they are up against. These include temporary ones, such as 
circulating fund shortages, which have been alleviated somewhat by certain 
steps taken by the Central Committee and local governments, but most of them 
are longstanding ones of fundamental importance. This shows that invigorating 
enterprises is still the key to present and future reform. 


The 3d Plenum of the 12th CPC Central Committee pointed out in its resolution 
on reform of the economic system that, focused on the key link of improving 
enterprise vitality, the issue of proper relationships should be solved mainly 
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in two areas: a proper balance should be established in the relationsnip 
between the state and enterprises, so as to expand enterprise autoulomy; a 
proper balance should be established in the relationship between enterprises 
and their staff members ai.d workers, so as to ensure the status of workers 
as the masters of their enterprises. Our verdict on the present situation 
is precisely that the relationships in these two areas have not yet been 
basically put in order, and that enterprises are still far from having 
become relatively independent commodity producers and managers. 


On the Issue of the Relationship Between the State and Enterprises 


Although the 3d Plenum of the 1lth CPC Central Committee pointed out the 
need to overcome the problem of the lack of separation among the party, the 
government, and enterprises, and the 3¢ Plenum of the 12th CPC Central 
Committee also made explicit provisions to this effect, enterprises are 
still subject to too much direct intervention by government departments. 
Moreover, there is too much interference and administration, and it is even 
hard for enterprises to defy orders which all local police stations can issue 
arbitrarily. A significant current form of intervention in enterprise affairs 
by government departments is that by various administrative co~porations, 
which are corporations in name only, but government organs in reality. They 
draw their authority from the government and cause enterprises to remain in 

a powerless position. As to being departments which carry out overall 
responsibility for tasks until they are completed, enterprises have become 
more production units, and cannot even begin to be referred to as commodity 
producers or managers. 


In principle, we have required enterprises to become economic entities which 
are managed on their own initiative and responsible for their own profits 
and losses. But government departments have increased the directive tasks 
of enterprises for products that are in short supply and great demand, while 
leaving the:: with unmarketable products to "market." Moreover, directive 
production tasks have been issued without providing for a corresponding 
supply of raw and processed materials. Enterprises themselves have had to 
"digest" the rise in the prices of raw and processed materials, thus raising 
their costs, while those that wish to lower their costs, have lacked funds 
and other qualifications for technological transformation. Under t/iese 
conditions, so-called management on their own initiative and responsibility 
for their own profits and losses could only be idle talk. 


We have also clarified the principles that enterprises should be able to 

accumulate, transform, and expand on their own and, after carrying out the 

substitution of taxes for profits, that they should be a.iswed to keep their 

after-tax profits. But they have been heavily taxed, the size of their 

profits has been limited by tax readjustment, and additional taxes under a 

variety of names have also been levied on their after-tax profits. , 
Consequently, they have had few profits left, have only been able in general 

to maintain their payment of expenditures, such as bonuses and medical 

expenses for staff members and workers, and have been basically unable to 
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transform on their own. In addition, their rate of depreciation has been low, 
some have found it hard to maintain simple reproduction, and a few have even 
upheld production in unsafe workshops. How could they be invigorated under 
these conditions? 


The distribution principle that was set by the resolution of the 3d Plenum 
of the 12th CPC Central Committee, is that payrolls are to be linked to and 
fluctuate according to the economic results of enterprises, and that distri- 
bution within enterprises is to be handled by enterprises themselves within 
the limits of their payrolls. But the 1985 wage reform deviated from this 
principle; it was completely negated, distribution within enterprises was 
directly stipulated, and egalitarianism was actually reinstituted. On the 
other hand, some bonuses were changed to wages, causing enterprises to lose 
their means of internal regulation and seriously affecting the implementation 
of the economic output-related responsibility system. This shows that, in 
the area of distribution, enterprise autonomy was reduced and not expanded. 


Expansion of horizontal economic alliances has been a major step in the 1986 
reforms. It is essential that enterprises have the autonomy to freely form 
these horizontal alliances. But since planning and distribution of goods 
and materials are still controlled by responsible government departments or 
administrative corporations, enterprises are finding it very hard to truly 
achieve the initiative to form alliances, and government departments are 
still quite able to carry out a system of "fake" horizontal alliances. Some 
administrative corporations have changed their names to "joint" corporations, 
declaring that they are horizontal alliances; existing transregional and 
interdepartmental coalitions or groups of enterprises have been handicapped 
by problems of subordinate relationships, which they have been unable to 
solve properly. 


Such issues are still numerous and, in brief, the matter of enterprose 
autonomy has indeed not been solved. Experience in recent years has proved 
that the patchwork method of dealing with these issues will not work and 

that a systematic plan, combining both theory and practice, will be essential 
to solve them. This means that, based on the fundamental nature of enterprises 
as the commodity producers and managers of socialism, a pattern for enterprises 
and the rights and duties which they should have, must be formulated and 
established as the standard. Based on this foundation, other necessary 

reforms may then be correspondingly planned. Only by resolving to proceed in 
this manner, will it be possible to truly make increasing enterprise vitality 
the key to overall reform of the economic system. 


On the Issue of the Relationship Between Enterprises and their Staff Members 
and Workers 


While establishing a proper balance in the relationship between the state 

and enterprises, a proper balance must also be established in the relationship 
between enterprises and their staff members and workers. The 3d Plenum of 

the 12th CPC Central Committee repeatedly stressed the importance of ensuring 
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the status of workers as the masters of their enterprises. It can be seen 
from the current situation of enterprises that this relationship is still 
far from having been put in order and, moreover, that it has not aroused 
the attention that it deserves. 


We are carrying out reforms in order to perfect and develop the socialist 
system on our own. In these reforms, we should, and also can, use the good 
experience of all countries. But the principle which must not be forgotten 
is that what we wish to establish is a socialist economic system. 


Enterprises are the cells of the national economy and the foundation of the 
whole economy. Not only are they the actual site of the productive forces, 
but they are also the medium through which social production relations are 
expressed. The differences between dissimilar social systems are inevitably 
reflected in the differences between the nature of their enterprises. In 
socialist society, public ownership of the means of production is a principal 
feature and state-run enterprises occupy a dominant position. Thus, in 
implementing our reforms, a question of fundamental importance must be 
answered: i.e., What fundamental differences are there between capitalist 
enterprises and the new socialist enterprises that we wish to establish? I 
think that the most fundamental difference is that workers are the subjects 
of socialist enterprises, while capitalists are the subjects, and workers 
the objects, of capitalist enterprises. 


In practicing public ownership and making workers the owners of the means of 
production, the aim of socialism is to change the status of workers from 
objects to subjects and, by reversing the phenomenon of the capitalist system 
of things controlling people, to arouse the enthusiasm and creativity of all 
workers, including both mental and physical ones. This is the source of 
power that makes socialist enterprises superior to capitalist enterprises. 
According to the classical Marxist definition, enterprises are coalitions of 
free producers, and thus, the whole national economy is a grand alliance of 
these coalitions. 


Socialism has practiced two forms of public ownership, i.e., collective 
ownership and ownership by all the people. But experience has proved that 
ownership by all the people is really state owrership, wherein the state 
represents all workers in owning the means of production and directly managing 
enterprises. Workers in state-owned enterprises are the owners of their 
enterprises in name, while actually having no authority to control their 
means of production, production management, or distribution of products. 
Thus, the enthusiasm of workers cannot be fully aroused, nor can the 
superiority of socialism be fully expressed. This is the crucial reason for 
the various abuses of the old system. 


Since the 1950's, all socialist countries, one after another, have been 
looking for ways to reform their systems. The tendency of all the reforms 
has been to stress, to varying degrees, the socialist principle of self- 
government. This tendency warrants our careful consideration. It should also 
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be seen that, in order to establish modern production based on a high level 

of S&T, worker initiative is becoming increasingly mandatory. It is precisely 
for this reason that, under a system of antagonism between labor and capital, 
capitalist enterprises have also vied to take steps to increase the 
participation of staff members and workers in management. If socialist 
enterprises were not to develop their own inherent superiority, how could 

they not go contrary to reason? 


However, under the influence of the old system, wherein the state was the 
subject, we indeed neglected the status of workers as subjects. The 
relationship between workers and ownership was neglected in the ownership 
structure; the role that the vast numbers of staff members and workers should 
have played in production management was inadequately stressed; the status 

of workers as subjects in their enterprises was not fully expressed in the 
labor system; the traditional idea that the state should pay staff members 
and workers was still not eliminated from the distribution system, and the 
principle of distribution according to work, wherein labor collectives are 
paid according to their achievements and the more they achieve, the more 

they receive, was not reflected; conscientious study of how to establish the 
factory director output-related responsibility system based on democratic 
management, was inadequate in the leadership system, etc. These all reflected 
the existence of the problem. Of course, certain types of socialist enter- 
prises, such as railroads, post and telecommunications, and military projects, 
will still have to practice state ownership. But what kind of a pattern 
should finally be formulated for many large and medium-sized profit-seeking 
socialist enterprises? This is a reform issue of fundamental importance, 
which is awaiting continued and thorough exploration. 


The Inherent, Logical Relationships Among the Three Reform Tasks of the 
Seventh 5-Year Plan 


The Seventh 5-Year Plan has set three reform tasks: increasing enterprise 
vitality, establishing a socialist market system, and perfecting the system 
of indirect state-control of enterprises. To a large extent, these three 
reform tasks actually epitomize the major substance of the overall economic 
reforms which are focused on the cities. 


Of course, these three reform tasks cannot be carried out one at a time, but 
must be synchronized. Each period may have its particular emphasis based on 
actual conditions, and a timetable for carrying out tasks in order of their 
importance and urgency; but no matter how the reform steps are specifically 
arranged, the inherent, logical relationships among them must not be neglected. 


The aim of our reform is to establish a planned socialist commodity economy 
with distinct Chinese characteristics. A commodity economy presupposes 
commodity producers and managers. Only on this basis, can a commodity market 
be formed and, only in a highly developed commodity economy, can markets, 
such as a capital market and a technology market, continue to emerge, and a 
market system be formed. In order to establish a planned socialist commodity 
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economy, it is first necessary to formulate a basic pattern for enterprises 
as commodity producers and managers. Only after having satisfied this 
prerequisite can a socialist market system be gradually established. 


The state must also formulate a pattern for macroeconomic control targets. 

Only after patterns for enterprises and commodity economy trends are formulated 
can appropriate ways and means to implement macroeconomic control be deter- 
mined, and corresponding organizations be formed. As long as a pattern for 
control targets has not yet been formulated or implemented and as long as 
measures, such as reform of organizations, simplification of government, and 
expansion of authority, are carried out without a foundation, they will 
inevitably be mere formalities and, so-called "“changed-name" corporations 
(where government organizations have merely changed their names to adminis- 
trative corporations) will appear. 


Enterprise "points" can be formed into "fronts" through market relations and 
horizontal economic alliances, and then into a "system" through essential 
vertical government management. Invigorating enterprises will enable them 
all to become living economic cells and, through appropriate horizontal and 
vertical organization, to form a national economic organism which is full of 
life and vitality. These are the inherent, logical relationships among the 
three reform tasks. Parallel reform tasks may be staggered, but only by 
setting standards and prerequisites based on objective, logical relationships, 
can a new economic system be gradually and carefully established. 
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FOREIGN TRADE, INVESTMENT 


BEIJING REGULATIONS TO ENCOURAGE FOREIGN INVESTMENT 
Beijing JINGJI RIBAO in Chinese 13 Oct 86 p 1 


[Article by Zheng Bo [6774 3134]: "Benefits Seen From Simplifying Foreign 
Investment; Beijing Issues Regulations" ] 


[Text] On the afternoon of 12 October, the Beijing people's government 
released to Chinese and foreign reporters at the Beijing Hotel the key points 
of the "Regulations of the Beijing People's Government Regarding Improving 
the Investment Environment and Encouraging Foreign Investment." At the 
meeting, Vice Mayor Han Boping [7281 0130 1627] said that foreign businessmen 
can invest in Beijing with complete peace of mind. 


The key points of the regulations include: simplifying procedures for 
examination and approval of projects and increasing administrative efficiency. 
All projects falling within the approval jurisdiction of Beijing area are to 
be examined and approved by one body, the Beijing Planning Commission. All 
projects involving an investment of less than 1 million dollars are to be 
examined and approved by the prefecture, county, or office itself. All 
documents submitted by foreign investment firms to any department of the 
department of the municipal government must receive a clear response of 
approval or disapproval within 1 month. 


When foreign investment firms in the Beijing area order products that cannot 

be produced in China and must be imported, they may, with the approval of the 
Beijing Foreign Exchange Control Office, pay for said goods in whole or in 

part with foreign exchange. Chinese enterprises and units supplying goods, 

raw materials, and services may not accept foreign exchange from foreign 
investment firms unless approved by the Beijing Foreign Exchange Control Office. 


In addition, parts, spares, components, accessories, and raw materials 
imported by foreign investment firms in order to produce products for whose 
importation to Beijing wishes to provide substitutes, are to be treated by 
Beijing customs as bonded goods. Users in China directly importing such 
goods from abroad may do so at reduced duty or duty-free; materials and 
parts imported duty-free or at reduced duty sold by foreign investment 
firms to these units are likewise to enjoy reduced-duty or duty-free status. 
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The Beijing Foreign Investment Enterprise Goods and Equipment Supply Corp. 
is established to provide materials to foreign investment firms at the same 
prices enjoyed by state-run enterprises. For other enterprises whose annual 
income is less than 1 million yuan, the local income tax is to be halved; 
enterprises whose sales profit (operating) margin is under 20 percent are to 
be exempt from local taxes. 

© 
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FOREIGN TRADE, INVESTMENT 


JIANGSU REGULATIONS TO ENCOURAGE FOREIGN INVESTMENT 
Nanjing XINHUA RIBAO in Chinese 10 Nov 86 p 1 


[Unattributed article: [Provincial Government Issues Several Regulations 
Encouraging Foreign Investment; Opening Positive New Front in Use of Foreign 
Capital" ] 


[Text] In order to implement the State Council's "Regulations on the 
Encouragement of Foreign Investment," further improve the investment 
environment, better encourage foreign investment in Jiangsu, introduce 
advanced technology, expand exchange-generating exports, and accelerate 
economic growth, the provincial people's government today issued "Several 
Regulations Regarding the Encouragement of Foreign Investment," the text 
of which follows: 


Article 1. During the state-stipulated period of enterprise income tax 
exemption, exporting enterprises and advanced-technology enterprises shall 
simultaneously be exempt from local income taxes. For 3 years following 
expiration of the aforementioned period of tax exemption, said enterprises 
shall be exempt from local income taxes or have them reduced by half. 


Upon the expiration of the period of local tax reduction or exemption 
according to state regulations, any exporting enterprise whose export output 
value for the year reaches more than 50 percent of that year's product 
output value shall be exempt from local income taxes. 


Other foreign investment firms whose annual profits are less than 1 million 
yuan shall have their local income taxes halved. 


Article 2. Beginning from the acquisition of their land-use rights, foreign 
investment firms that are exporting enterprises and advanced-technology 
enterprises shall be exempt from payment of land-use fees for 5 years; for 
the 5 years beginning in the sixth year, they shall pay 50 percent of the 
prescribed minimum rate; other foreign investment firms shall pay 50 percent 
of the prescribed minimum rate for 5 years. Further preferential treatment 
may be accorded by local governments to foreign investment enterprises 
involved in the development of agriculture, forestry, animal husbandry, and 
fishery and to foreign investment enterprises jointly operated with township 
enterprises. 
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Article 3. The water and electricity required for productive operations by 
foreign investment enterprises are to be entered in local plans to ensure 
that they receive supply priority. Exporting enterprises and advanced- 
technology enterprises shall be charged at planned rates; other foreign 
investment enterprises shall be charged at the same rates as local state-run 
enterprises. All supplemental fees, such as water and power complementary 
construction fees and increased-capacity fees, for all foreign investment 
enterprises within the jurisdiction of provincial approval shall no longer 
be collected. 


Article 4. The raw materials required for the construction and production 
of foreign investment enterprises shall be supplied on a priority basis by 
local supply departments at the same prices as for local state-run enter- 
prises. Provincial and municipal supply departments shall have supply 
structures to serve foreign investment enterprises. 


Article 5. The Chinese party's matching funds for foreign investment firms 
shall be earnestly provided. The Chinese party's share capital in a joint- 
capital enterprise may be provided through various channels such as the 
enterprise's own funds, bank loans, and social capital formation. 


The circulating capital and temporary working funds of foreign investment 
enterprises shall be assured by the banks holding their accounts within 
their loan quotas. 


In accordance with bank regulations, foreign investment enterprises may 
apply for a loan from the bank using cash exchange or fixed assets as 
collateral. 


If required for their production operations, foreign investment enterprises 
may raise or borrow funds abroad, the enterprise borrowing and repaying the 
funds on its own. 


Article 6. With the exception of labor insurance, welfare costs and housing 
subsidy funds for the Chinese party's staff and workers to be taken out 
according to state regulations, foreign investment companies are exempt from 
paying the state's various staff-and-worker subsidies and other capital- 
formation and social charges. The housing subsidy funds drawn by the 
enterprise are kept by the enterprise for use in providing staff-and-worker 
housing. 


Articie 7. Import substitutes are to be developed. The parts, spares, 
accessories, components, and raw materials that must be imported for the 
production by the foreign investment enterprise of products permitted by the 
state to replace imports may be treated by customs as bonded goods. Users 
in China directly importing such products from abroad may have their import 
duties reduced or eliminated according to regulations; when such products 
are sold by foreign investment firms to these users, the imported materials 
and parts may likewise have their duties reduced or eliminated. Those 
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products used by the foreign investment enterprise to replace imports may, 
with the approval of the local foreign exchange cimtrol department, be paid 
for wholly or in part in foreign exchange. 


Article 8. Foreign personnel working in foreign investment enterprises 
shall pay the state-stipulated income tax on wages earned in joint-capital 
enterprises. All income earned outside China, regardless of whether it is 
brought into China, shall be exempt from the reporting and payment of 
individual income taxes. 


On the basis of a letter of introduction from the enterprise or a certificate 
of work in the enterprise, foreign personnel working in foreign investment 
enterprises in this province shall be charged for food, lodging, intracity 
transportation, post and telecommunications at the same rates charged 
personnel working in Chinese enterprises, and they may pay in RMB. 


Article 9. The autonomy of foreign investment enterprises in carrying out 
production and in personnel matters shall be conscientiously safeguarded. 

Within the limits of its approved contract, the enterprise is empowered to 
determine all production operations engaged in by it, without interference. 


Vieits to foreign investment enterprises are to be strictly controlled. 
Those not having received the consent of the joint-capital enterprise are 
not to be admitted. 


Article 10. Jurisdiction over examination and approval is to be turned over 
to lower echelons; examination and approval procedures are to be simplified; 
administrative efficiency is to be increased. Cities running fcreign 
investment enterprises may see to balances in all required funds, raw 
materials, energy, and scale on their own. Projects in Nantong, Lianyungang, 
Suzhou, Wuxi, Changzhou and Nanjing involving less than $5 million, and 
projects involving less than $3 million in other cities, are to be examined 
and approved by the city people's government. For foreign investment 
enterprise projects operated within the economic and technical development 
zones in Nantong and Lianyungang, the city may authorize the development 
zone's management committee to examine and approve them. 


All documents reported up to the various responsible provincial departments 
and requiring an official reply must be answered within 1 month from the 
date of their submission. Certificates of approval and operating licenses 
must be fully processed within 10 days. 


The municipal foreign exchange control office is responsible for the relevant 
foreign exchange control over foreign investment enterprises. Under the 
supervision and control of the municipal foreign exchange control office, 
surpluses and deficits of foreign exchange may be adjusted on a compensated 
basis between foreign investment enterprises within a city. 
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Article 11. Leadership over the utilization of foreign capital is to be 
strengthened. At each administrative level there should be one department 


designated to take responsibility for organizing and coordinating the 
utilization of foreign capital. 


Article 12. The present regulations are to be implemented on the date of 
their issue. 
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FOREIGN TRADE, INVESTMENT 


DIFFERENCES BETWEEN CUSTOMS, MOFERT STATISTICS 


Beijing GUOJI MAOYI WENTI [INTERNATIONAL TRADE JOURNAL] in Chinese No 5, 
Oct 1986 pp 51-56 


[Article by Jia Huaiqin [6328 2037 0530], Foreign Trade University: “Customs 
and MOFERT Statistics: Two Parallel Systems of Foreign Trade Statistics”] 


[Text] Why are there discrepancies between the import-export figures compiled 
by the General Administration of Customs and those of the Ministry of Foreign 
Economic Relations and Trade? Why should a single task be performed by two 
separate entities? Which figures are more reliable? Many people concerned 
with China's foreign trade are unavoidably raising such questions. Recently 
even many foreigners have been bemoaning the difficulty of understanding 
Chinese statistics, the inaccuracy of her foreign trade statistics, and so on. 
I wish to offer some information for discussion on this issue. 


Statistical work involves four elements: statistical design, statistical 
surveys, statistics processing, and statistical analysis. Statistical 
analysis employs processed data; this element has no direct influence on 
whether the data are accurate. But in a general survey (Customs and MOFERT 
statistics both result from general surveys), there is the possibility of 
technical errors occurring during the process of surveying and processing the 
data; design of the statistical system, i.e., establishing indices and an 
index system and determining the survey method, may give rise to theoretical 
errors. By improving the quality and professional levels of statistical 
personnel and improving work methods, we can optimally reduce technical errors 
in Customs and MOFERT statistics. But if differences persist in such areas as 
statistical range and the meanings of their statistical indices, and their 
recording times and methods, the results of their work--statistical data--may 
be different. 


What follows focuses on analyzing differences in statistical design in the 
foreign trade statistical systems of Customs and MOFERT. 


I. Objectives, Tasks and Characteristics of Customs and MOFERT Statistics 


Because of its particular historical conditions, post-Liberation China 
gradually formed two parallel foreign trade statistical systems: Customs 
statistics and MOFERT statistics. They serve different objectives, undertake 
different tasks, and differ in nature. It is the differences in objectives 
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and tasks that cause the divergence between the two in index design, survey 
plan design, and other areas. 


The objective of Customs statistics is to reflect actual imports and exports 
through Chinese Customs, so as to monitor and control. them. 





The objective of MOFERT statistics is to provide an understanding of progress 
in foreign trade and to check how well foreign trade plans are being 
fulfilled. 


The task of Customs statistics is to compile figures on and analyze the 
varieties, quantities (weights), amounts, countries (regions) or origin and 
destination of goods actually entering or leaving China, the locations, 
trading methods, and sources of foreign exchange of units engaged in trade and 
receiving and expediting goods, etc., and to provide statistical services and 
carry out statistical monitoring to serve socialist modernization. 


The task of MOFERT statistics is to perform statistical surveys and analysis 
of foreign trade activities, to reflect actual foreign trade conditions 
accurately, promptly and thoroughly, to monitor and check the implementation 
of plans, and to provide statistical data to leaders at all levels and to the 
concerned units to enable them to be familiar with the situation, to set 
policy, provide leadership, formulate plans, and improve administration and 
management. 


Customs statistics are characterized by being national administrative 
statistics, and statistics on goods actually entering and leaving China. 


MOFERT statistics are characterized by being statistics on the national 
economy and on the circulation of foreign trade goods. 


Customs statistics result from surveys carried out by Customs around the 
country under the leadership of the General Administration of Customs, with 
the GAC compiling them and preparing statistical reports and data. This 
service is aimed primarily at the country's central institutions and may also 
serve local institutions through information feedback. 


MOFERT guides the overall work of compiling MOFERT statistics, with foreign 
trade administrative institutions and the various export-import companies 
providing management at different levels; finally, MOFERT compiles 
comprehensive statistical reports and data to serve the central and local 
governments. 


Il. Differences in Coverage Between Customs and MOFERT Statistics 


Different statistical objectives mean that the statistical coverage of customs 
and MOFERT statistics are different. But, as both are foreign trade 
statistics, there must be points of identity, and it is these points that are 
important. The “Concepts of Customs Statistics” and the “Concepts of Foreign 
Trade Statistics” each set exhaustive stipulations regarding the respective 
statistical coverage of these two systems. Following is a summary of their 
similarities and differences. 
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A. Foreign Trade Types and Categories Included and Having Identical Ranges of 
Value in Both Systems 


1) Trade in ordinary goods by ordinary means; 2) compensation trade; 3) 
commodity-exchange trade; 4) materials imported for processing; 5) transit 
trade; 6) border trade; 7) incoming and outgoing samples and exhibits; 8) 
consignment and commission trade; 9) import-export trade for the “three 
capital” enterprises (i.e., Chinese-foreign joint enterprises, Chinese-foreign 
cooperative enterprises, and all-foreign enterprises); 10) trade in military 
hardware; 11) foreign-aid loans and goods exported free under national 
foreign-trade plans. 


Each of the above items is counted according to the full value of the 
commodities. 


The categories listed here are identical only in type of trade and range of 
item, not in spatial range. Customs uses a specialized system of trade 
records. That is, the limits of the statistical range are whether the goods 
have cleared Customs (foreign goods deposited in a bonded warehouse on Chinese 
territory are not included in import statistice); only after goods have been 
taken out of a bonded warehouse, had their duties paid, cleared Customs and 
entered the Chinese market are they included in import statistics. The 
spatial range of foreign trade statistics corresponds to a general system of 
trade records, in which the criterion is entering or leaving national 
territory. 


B. Types and Categories of Foreign Trade Included but Having a Different 
Range of Value in the Two Systems 


1) Materials Imported for Processing 


Customs statistics on imported raw materials and parts and exported finished 
products are always full-value statistics. 


MOFERT statistics count only imported equipment that must be paid for at a set 
price and the labor costs of exported finished goods. 


2) Lease Trade 


Customs statistics count at their full value goods reverting to the lessee and 
no longer exported after the expivation of the lease. 


MOFERT statistics count only the amount of the lease paid out. 
C. Items Unique to Customs Statistics 


1) Goods imported and exported to and from Chinese embassies abroad and 
foreign embassies in China; 


2) Machinery and equipment purchased abroad by Chinese enterprises during a 
contractual period, shipped into China and not exported again. 
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D. Items Unique to MOFERT Statistics 


1) Goods scld by export-import companies within China to foreign shipping 
supply companies, Overseas Chinese Stores, Friendship Stores, the Guangzhou 
Trade Fair, service companies for personnel going abroad, and “three capital” 
enterprises and paid for in foreign exchange; goods sold to foreign visitors 
and businessmen in China for which foreign exchange is received; and goods 
billed through Chinese trade organizations in Hong Kong and Macao and 
delivered in the interior are treated as fulfilling the export assignment and 
are included in the export statistics. 


2) When export commodities are purchased with foreign exchange in China, with 
approval, from ar import-export company as a substitute for the same goods 
which it was originally intended to import, these commodities are included in 
the export statistics after being sold by the import-export company. 


3) When raw materials and supplemental materials are sold by an import-export 
company for foreign exchange to a foreign firm or to a Chinese trade 
organization in Hong Kong « Macao to be used in China for processing or as 
compensation trade, they are included in the export statistics. 


4) In projects involving foreign loans, when an import-export company is 
commissioned to do purchasing through competitive bidding and some other 
domestic import-export company is the successful bidder, the goods and 
equipment supplied to the commissioned import-export company are treated as 
fulfilling import and export assignments and are entered in the import and 
export statistics. 


5) When an import-export company purchases gvld and silver with foreign 
exchange from the People's Bank for the makiug of jewelry and handicrafts, 
this is treated as fulfilling the import assignment and entered in the import 
statistics. 


6) Foreign transit trade. When China purchases goods from abroad and selis 
them directly to a third party without bringing them into China, these should 
be treated as import and export statistics. 


The foregoing demonstrates that the criterion for Customs statistics is actual 
imports and exports; they are not limited to the foreign trade of import- 
export companies. The criterion for MOFERT statistics is the circulation of 
imported and exported goods and the fulfillment of plans regarding exports for 
foreign exchange and imports using foreign exchange, regardless of whether 
goods enter or leave the country. 


III. Other Differences Between the Two Systems 
A. Original Evidence 
The original evidence for Customs statistics is the Customs declaration for 


imported or exported goods. Local Customs offices periodically submit Customs 
declarations or magnetic tapes bearing the corresponding information directly 
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to the General Administration of customs, which verifies and compiles them 
item by item. 


The original evidence for MOFERT statistics consists of invoices from import- 
export companies, consignment slips from transport companies, and other 
business documents; these are regularly recorded and systematized item by 
item, and reports are filled out periodically and reported up through 
channels. 


B. Recording Times 


In Customs statistics,the criterion for imports is the date on which the means 
of transport carrying the goods is cleared through Customs; for exports, it is 
approval and clearance. 


In MOFERT statistics, the criterion is the date on which the documents 
produced by the transport company are signed. For example, for exports via 
marine and river transport, the criterion is the shipping date (date of 
signing by the ship's captain) listed on the export shipping documents 
provided by the port of shipment to the foreign trade transport company after 
the goods have been loaded; for exports via rail transport, the criterion is 
the shipping date noted on the export goods manifest (or invoice) provided by 
the shipping unit of the station of shipment after the goods have been loaded. 
For imports via marine and river transport, the criterion is the ship's 
arrival date on the notice of arrival provided by the foreign-trade transport 
company after the ship arrives at the first Chinese port of discharge; for 
imports via rail, the criterion is the date given on the import manifest 
provided by the border station to the foreign trade transport company after 
the goods have arrived at the Chinese border station. 


C. Recorded Value of Imports and Exports 


Both statistical systems stipulate that the value of imports is recorded 
according to the CIF price on the contract, and the value of exports is 
recorded according to the FOB price on the contract. When the price 
provisions set forth in the contract do not conform to statistical 
requirements, there should be a corresponding subtraction or addition of 
transport costs and insurance. When the value of goods is actually recorded, 
figures for shipping and insurance costs are often not accurately known and 
must be estimated, and it is very difficult to achieve identical results for 
the two. 


D. Names and Categories of Goods 


Customs statistics make use of the UN Standard Categories of International 
Trade and give appropriate consideration to the types of commodities 
traditionally exported and imported by China in drafting a catalogue of goods. 
Six-digit numbers are assigned to the categories of goods in this catalogue; 
these digits represent, from left to right, Category, Section, Group, 
Subgroup, Item, and Subitem. The commodity number begins at the fourth digit 
from the left. The commodities in each category are as follows: 
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Category 0: Foodstuffs and live animals used primarily for food; 
Category 1: Beverages and tobacco; 
Category 2: Nonedible raw materials (excluding fuels); 
Category 3: Mineral fuels, lubricating oils, and related raw materials; 
Category 4: Animal and vegetable oils, fats and waxes; 
Category 5: Chemicals and related products; 

Category 6: Finished products by category of raw materials; 

Category 7: Machinery and transport equipment; 

Category 8: Miscellaneous manufactured goods; 

Category 9: Other uncategorizable goods. 


The principle of commodity categories for Customs statistics is concerned both 
with the degree of processing of the goods and the sources of products, in 
order to meet the demands of economic analysis. 


For MOFERT statistics, there is an export catalogue and an import catalogue, 
which are divided basically according to the range of operations of China's 
specialized export-import corporations. The recent revision of the catalogue 
of export commodities took suitable note of the categories in the Standard 
Categories of International Trade; there are seven major divisions: 
agricultural and sideline products, textiles, light industrial products, 
metals and mineral products, chemicals and pharmaceutical products, machinery 
and equipment, and “other.” Under these divisions come categories, chapters, 
items, and detailed items. 


Comparing the two catalogues, one finds differences in amount of detail and in 
the commodities included in each chapter, category and item. For example, the 
goods included in Chapter 01, "Grains and Oils,” of the catalogue of export 
commodities are to be found in Chapter 04, "Cereals and Their Products,” in 
Chapter 41, "Animal Oils and Fats,” and in Chapter 42, "Vegetable Oils” of the 
Customs commodity catalogue. Conversely, the goods in chapters 04, 41 and 42 
of the Customs catalogue are not all included in Chapter 01 of the catalogue 
of export commodities. And Subgroup 4541 in the Customs catalogue is only one 
commodity, silks and satins; but in the catalogue of export commodities, 
several dozen commodities are differentiated for administration and management 
purposes. 


E. Recording of Trading Targets 


Internationally, one of the following three choices is normally used to record 
the import-trade target country: 


Original producer country: the country producing or manufacturing the trade 
commodity; refers to the country where agricultural products were grown, where 
mineral products were mined, and where manufactured goods underwent their 
final processing before taking on their final, basic form. 


Country of transport origin: the country where the transport process for 
importing the goods began (no commercial intercourse occurring in any 
intermediate country). 
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Country purchased from: the country of residence or operation of the 
importer's counterpart. 


There are also three choices in recording the export-trade target country: 


Consumer country: the country known at the time of shipping to be where the 
goods will be consumed. 


Country of destination: the country known at the time of shipping to be the 
final destination of the goods. 


Country sold to: the country of residence or operation of the exporter's 
counterpart. 


At the same time, Chinese Customs statistics record the trade target country 
according to the criteria for country purchased from and sold to and original 
producer and consumer country; MOFERT statistics record only the country 
purchased from or sold to. In applying the country purchased from and sold to 
criteria to trade through Hong Kong and Macao, the two systems use different 
approaches to accommodate this situation. 


For trade through a Chinese trade organization in Hong Kong or Macao, Customs 
statistics provide that if the country purchased from or sold to is reliably 
known when the goods are imported or exported, it is still this country that 
is recorded; otherwise, Hong Kong or Macao is used as the trade target country 
(or region). 


MOFERT statistics provide that for imports or exports for which an agreement 
was made between an import-export company and a Hong Kong or Macao enterprise 
(including Chinese trade organizations in those places) the criteria of 
country of transport origin and country of destination will be followed. When 
goods transit through Hong Kong or Macao, the Hong Kong or Macao transit is 
taken as the trade target country (or region); otherwise, their country of 
transport origin or country of destination are taken as the trade target 
country. 


The many distinctions cited above may mean that Customs and MOFERT statistics 
on imports and exports for the same period will have different total values 
and different values by category. 


F. MOFERT Statistics Are Comprehensive and Multifaceted 


In addition to including actual export statistics (corresponding to Customs 
export statistics) and import delivery statistics (corresponding to Customs 
import statistics), MOFERT statistics also include statistics on export 
agreements, export deliveries, import orders, import deliveries, and sources, 
so as to permit control over the entire process of export-import circulation. 
Statistics on these aspects cannot be obtained with the current Customs 
system. 
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IV. Formation and Development of the Two Systems 


The two parallel foreign trade statistical systems present in China formed and 
evolved gradually at different times by variously absorbing and borrowing from 
foreign countries’ statistical methodologies for foreign trade. To better 
understand the distinctions between these two systems, we must here present 
briefly the international background and evolution of each. 


Following the Industrial Revolution, international trade gradually increased 
in magnitude, and the various capitalist countries successively established 
foreign trade statistics on the basis of Customs administration and 
management. While freight supervision and control and the collection of 
Customs duties were being instituted, complete and actual data were being 
collected on goods actually entering or leaving a country. These data could 
be used directly to compile foreign-trade statistics, and the state had no 
need to adopt some other method to gather these data. As importing and 
exporting in capitalist countries are private operations, the state was unable 
to gather complete data on foreign trade by any means other than Customs. 
Therefore in capitalist countries, no matter which government agency (whether 
the Finance Ministry, the Ministry of Trade, or the Central Statistical 
Bureau) is responsible for processing, analyzing and publishing foreign trade 
statistics, Customs actually performs all the functions of gathering 
statistical data on foreign trade. In this case, foreign trade statistics are 
Customs statistics. 


China's modern Customs began in 1859. At that time, the Ching government 
hired foreigners, adopted Western Customs management methods, and began 
keeping statistics on foreign trade. After the establishment of new China, 
Customs statistics continued to undergo reform, with the statistical office of 
the General Administration of Customs responsible for the actual work. In the 
early years, the foreign trade statistics published by China were all 
furnished by Customs. Later, MOFERT statistics were adopted, with Customs 
figures being only for internal use. During the “Cultural Revolution,” with 
the destruction caused by the counterrevolutionary clique of Lin Biao and the 
"Gang of Four,” and our misunderstanding of the uses of Customs statistics, 
statistical work in Customs came to a halt, until it was restored in 1980. 


MOFERT statistics were created by new China studying the Soviet Union's 
foreign-trade management system. 


In Czarist Russia, customs was responsible for foreign trade statistics. 
After the October Revolution, the Central Customs Bureau was under the 
leadership of the Soviet People's Ministry of Foreign Trade; it was charged 
with gathering, processing, analyzing, and publishing statistical data on 
foreign trade. After the outbreak of the War of National Defense, an Office 
of Economic Planning was set up within the People's Ministry of Foreign Trade; 
getting its data from Customs, foreign trade companies, and transport 
companies, it processed and analyzed foreign trade statistical data. After 
the war, the statistical function was restored to Customs, and the Economic 
Planning Office maintained its statistical functions, the former using data 
from Customs declarations, the latter using data on trade circulation. Up 
until 1959, the Soviet Union maintained two parallel systems of foreign trade 
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statistics, the Economic Planning Office of the Foreign Trade Ministry, and 
the Central Customs Bureau. This parallel system was done away with beginning 
in 1959, with the Office of Economic Planning (subsequently renamed the 
Central Office of Economic Planning) responsible for all foreign trade 
statistical work, statistical planning, and the study of international 
statistical methods. The characteristics of the current Soviet system of 
foreign trade statistics are that it uses the operating documents and Customs 
declarations of foreign trade enterprises as its source of data, and it 
focuses on monitoring and examining how foreign trade plans are being 
implemented. The various East European socialist countries all use 
statistical systems similar to the Soviet system, and they coordinate their 
work through CEMA. 


In April 1953 China's Ministry of Foreign Trade held its first conference on 
statistics and began to establish the MOFERT system. Since China's principal 
trading partners at that time were the Soviet Union and the East European 
countries, and trade was by agreement, actually carried out by state foreign 
trade companies, it was therefore necessary to establish foreign trade 
statistics for state-run companies, with the relevant data on circulation 
gathered through periodic reports so as to monitor and examine implementation 
of state foreign trade plans. Thus, at that time the foreign trade data from 
private companies were not included in the foreign trade statistics, and 
Customs statistics remained overall statistics. After joint public-private 
operations were instituted, all foreign trade was carried out by specialized 
state-run export-import companies, so that foreign trade statistics became 
overall statistics. 


After the 3d Planum of the 1lth CPC Central Committee, the state instituted a 
policy of opening to the outside and domestic invigoration of the economy , 
and China's foreign economic and trade relationships entered a new era. 
Reform of the foreign trade system meant that the original single-channel, 
single-level foreign trade situation was replaced by multiple-channel, 
multiple-level foreign trade. The unitary type of trade involving goods for 
foreign exchange or goods for goods was changed to such complex forms as 
processing, compensation trade, joint ventures, technological exchange, and 
economic consulting. To meet the needs of this new era in foreign trade 
statistics, Customs statistics have been restored and amplified, and foreign 
trade statistics are undergoing a process of reform. 


The 1980 restoration of Customs statistics had as its working principle speed, 
accuracy, scientific completeness, international comparability, and assistance 
in monitoring; in addition to counting the overall value of imports and 
exports, it also counts trading partners, types of trade, modes of transport, 
sources of foreign exchange, operating units, locations of shippers and 
receivers, etc. Customs statistics are the official data published abroad and 
formally presented to international organizations. 


With China implementing a planned commodity economy, the more the economy is 
microeconomically invigorated the more macroeconomic controls must be 
strengthened. Based on the foregoing information, in recent years as the 
state has restored and amplified customs statistics it has also been 
strengthening and improving MOFERT statistics, so that statistics from 
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departments in the economic and trade system are expanded to industrywide 
statistics. This approach makes it easier to effectively apply statistics in 
monitoring and verifying the formulation and implementation of foreign trade 
plans, and in the management of foreign trade enterprises. 


The two parallel foreign trade statistical systems now in place in China 
perform somewhat different tasks, and they differ in statistical method and 
index design. Each has its advantages and drawbacks. We are now creating 
socialism with a Chinese face. For this purpose, we must strive to find a 
foreign trade statistical method and system adapted to the specific conditions 
in China's national administration and management system and foreign trade 
system. As for the presence of two foreign trade statistical systems, whether 
they should continue to exist side by side, each improved and strengthened on 
their original foundation, or whether they should be reformed into a single 
system, are issues that await further investigation by theoreticians and 
practical workers. 


13322/12913 
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ECONOMIC ZONES 


SEZ'S DEREGULATE PURCHASE OF FOREIGN EXCHANGE 
Shenzhen SHENZHEN TEQU BAO in Chinese 22 Nov 86 p 1 


[Article by Hu Zhimin [5170 1807 2046]: "SEZ Foreign Exchange Markets 
Gradually Taking Shape; City's Regulated Prices for Foreign Exchange 
Completely Deregulated"] 


[Text] This reporter has learned from the relevant departments that the 
municipal government has approved complete decontrol of regulated prices for 
foreign exchange as of 17 November; only the sources and applications of 
foreign exchange will be regulated so that they conform to regulations; with 
the foreign exchange regulating center handling the procedures, prices can be 
set freely by buyers and sellers. Those authorized to participate in foreign 
exchange regulation will be expanded to include all of the city's Chinese 

and foreign enterprises and business units. Although individual contract 
households and individual citizens may not purchase foreign exchange, they 
will be allowed to sell it. 


Foreign exchange regulation is an important means of vitalizing foreign 
exchange funds and improving returns from their use. Although the regulating 
method originally used in Shenzhen was somewhat more flexible than in the 
interior, the lack of complete price deregulation affected seller's enthusiasm, 
thereby affecting actual business and the enthusiasm of enterprises for 
generating foreign exchange. Following complete deregulation of foreign 
exchange prices, exchange regulating middlemen the city's foreign exchange 
regulating center will gradually become a limited, controlled foreign 

exchange market. Serving as a new type of financial institution, the 

foreign exchange regulating center will mainly handle the relevant procedures 
for buyers and sellers of foreign exchange, providing their clients with such 
services as reference prices and putting buyers and sellers in touch with one 
another. It will be up to the Shenzhen Foreign Exchange Control Office to 
investigate whether the sources and applications of foreign exchange are proper. 


According to the provisional methods for foreign exchange regulation and 
control promulgated by the municipal government, the amount of foreign 
exchange that a unit or individual may sell is comprised of the following: 
1) the amount of withholding allocated to an exchange-generating unit 
according to the relevant state regulations; 2) the amount retained 
according to the regulations after the unit has fulfilled its assignment to 
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turn over funds; 3) that portion of foreign exchange generated by interior 
associated enterprises and business units that may be kept in Shenzhen 
according to regulations; 4) amounts retained from small marginal trans- 
actions by individual contract households and citizens; 5) other foreign 
exchange approved by the Shenzhen Foreign Exchange Control Office. Aside 
from this, exchange allocations from higher authorities (including state 
allocations) to be apportioned and not yet apportioned, exchange lent to 
financial institutions, and exchange remittances of an investment nature 
according to economic contracts are not to be sold. Foreign exchange 
purchased by a unit is used primarily for goods or technology urgently 
needed for production and secondarily for circulation and other uses. All 
those involved in foreign exchange regulation must first make written 
application to the Shenzhen Foreign Exchange Control Office; after this is 
approved, they may enter the exchange regulating center to participate in 
trading activities. Private trading in foreign exchange not going through 
the regulating center is strictly forbidden. 


13322/12851 
CSO: 4006/154 
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FINANCE, BANKING 


MORE FOREIGN FUNDS BORROWED, USED IN 1986 
0W230910 Beijing XINHUA in English 0853 GMT 23 Jan 87 


[Text] Beijing, 23 Jan (XINHUA)--Last year China borrowed and utilized more 
foreign capital than ever before. In 1986, foreign loans totaled U.S. $6.93 
billion, with U.S. $4.83 billion already invested, up by 96.3 percent and 92.7 
percent respectively, a Chinese official announced here today. 


Direct foreign investment, as a result of contracts, totaled U.S. $3.3 billion 
in 1986, a little less than 1985, but the actual sum used was U.S. $2.15 
billion, an increase of 10 percent over the previous year, according to Zhou 
Keren, a spokesman for the Chinese Ministry of Foreign Economic Relations and 
Trade. 


"The major reason for the increase in foreign loans in 1986," he said, “was 
because projects undertaken with financial assistance from the World Bank, 

the International Monetary Fund and the Overseas Cooperative Fund of Japan 

were included in this fiscal year, and commercial loans also increased. 


Large projects such as a Pingshuo strip coal mine, the Guangdong nuclear power 
station, the Shanghai volkswagon plant and the Beijing jeep corporation were 
under construction or started production according to original agreements or 
contracts due to joint efforts of all parties concerned, the spokesman added. 


He said, "China also paid attention to controlling the number of non-production 
related enterprises and the number of first class tourist hotels, maintenance 
companies and taxi fleets were reduced." 


Since the second half of last year, China has focused on encouraging more 
investment in advanced technology and export-oriented enterprises. 


/9738 
CSO: 4020/106 
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FINANCE, BANKING 


BANK OF CHINA TO FOCUS ON FOREIGN TRADE 
0W121832 Beijing XINHUA in English 1207 GMT 12 Jan 87 


[Text] Beijing, 12 Jan (XINHUA)--The Bank of China (BOC) will open new 
services, expand fund sources, and raise more funds in international markets 
on favorable terms so as to meet the growing demands for funds for China's 
foreign trade and construction of key projects in 1987, according to Wang 
Deyan, president of the bank. 


"Foreign trade is one of our main focuses this year," Wang said, adding that 
since demand is expected to grow, funds should be directed in a more reasonable 
way so that sufficient funds will be given to export goods with good sales. 


"We will also try to supply sufficient foreign currency to the key energy 
and communication projects, steel and chemical projects, and enterprises 
producing textiles, electrical machinery and light industrial goods for 
export", the president told a national meeting of the bank. 


But loans for capital construction will be tightened, and new loans will not 
be issued for foreign affairs departments that have not enough funds of their 
own and have not opened accounts with the bank, or for non-productive enter- 
prises. 


Enterprises with foreign investment should also promise to bring advanced 
technology to China and export their products if they want to get loans from 
the bank. Loan priority will also be given to contracted projects abroad with 
good economic returns. 


Wang disclosed that the bank plans to raise certain amount of foreign commercial 
loans for a number of large energy projects and small and medium-sized projects. 
Some local branches will get permission to raise funds in international markets 
this year. 


Wang also urged greater advances in renminbi deposits, discounting of bills, 
credit cards, letters of credit and foreign exchange dealings. 


/9738 
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FINANCE, BANKING 


BOC FOREIGN MANAGEMENT SYSTEM REFORM PLANNED 
OW121834 Beijing XINHUA in English 1253 GMT 12 Jan 87 


[Text] Beijing, 12 Jan (XINHUA)--The Bank of China (BOC), the state foreign 
exchange bank, should constantly expand its business and reform its work so as 
to meet the acute competition from both its domestic and foreign counterparts, 
warned Wang Deyan, president of the bank. 


"All branches where conditions are ripe should open import and export bills 
purchases, packaging loans, and bill acceptance and discount so as to provide 
wider services to our clients," Wang told a national meeting of the bank. 


Branches were also urged to open new services including renminbi credit cards, 
forward exchange dealing for clients, and letters of credit. 


Wang disclosed that the existing foreign exchange management system will be 
reformed this year, centering on giving local branches the right to open 
accounts in overseas BOC branches, to do forward exchange business and to raise 
funds abroad. The rights used to be exclusively in the hands of the head 
office in Beijing. 


"The experiments will first be carried out in the Shanghai, Tianjin, Guangzhou, 
Zhujiang, Fuzhou and Dalian branches", Wang said. These banks will be allowed 
to conduct interbank borrowing and lending with the overseas branches of the 
BOC, but only for short-term working funds. And the amount, the condition and 
the category of currency should be decided by the head office. 


They will be allowed to open accounts in the overseas branches and conduct 
forward exchange dealings for their domestic clients. They can also borrow 
foreign commercial loans for the localities according to the promulgated 
regulations, but other branches should first get the approval of the head 
office if they want to do so. 


Qualified branches can take the lead in organizing consortium loans in inter- 
national markets, but the funds raised should not exceed the state plan. 


As another step in the reform, branches in the special economic zones will 
gradually get permission to handle funds in the same way as the overseas 
branches. That is to say, the head office will give them a certain amount of 
funds for them to handle independently, Wang said. 


/9738 
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FINANCE, BANKING 


CHEN MUHUA OUTLINES TASKS FOR BANKING INDUSTRY 
Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 10, 1986 pp 2-6 


(Abridged version of speech delivered by Chen Muhua, president of the People's 
Bank of China, at the National Conference Honoring Advanced Collectives and 
Model Workers in the Financial System, 22 August 1986: "We Must Fight To 
Establish Financial Ranks That Meet the Needs of the New State of Affairs"] 


[Excerpts] I. The Seventh 5-Year Plan Has Set Formidable Tasks for Financial 
Work 


In his Report on the Seventh 5-Year Plan, Premier Zhao Ziyang set three basic 
tasks for the plan. First, he said, we must create better economic and social 
environments for economic restructuring, strive to maintain a basic balance 
between aggregate social demand and aggregate social supply so as to enable 
restructuring to proceed smoothly, and struggle to establish within the next 5 
years or so a foundation for a new socialist economic administration system 
bearing Chinese characteristics. Second, we must maintain continued stable 
growth and, while keeping the total volume of fixed investment under control, 
vigorously strengthen key development projects, technological transformation 
and intellectual development and prepare the material, technical and human 
resources needed for continued social development in the 1990s. Third, while 
increasing production and improving economic results, we must continue to 
improve urban and rural standards of living. These three tasks are 


interrelated and closely linked, and the most important among them is the 
first. 


Economic restructuring during the Seventh 5-Year Plan will consist primarily 
of three components. The first is to improve the vitality of enterprises, 
especially large and medium state-owned firms, so that enterprises truly 
become more independent, operationally autonomous and responsible for their 
own profits and losses. The second component involves gradual development of 
the socialist commodity market and progressive improvement in market 
relationships. And the third component consists of a gradual transformation of 
state control over enterprises from a primarily direct system to a largely 
indirect system and the establishment of a new socialist macroeconomic 
management system. In these areas, our primary tasks are to reduce the 
relative importance of command planning, to expand the scope of guidance 
planning and the regulative role of the market, and to employ such levers as 
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economic policy, prices, taxation, credit, interest rates, exchange rates and 
wages so as to effect comprehensive macroeconomic management and regulation. 
To this end, we must make a special effort to strengthen the important 
functions of macroeconomic management, use financial restructuring so as_ to 
gradually erect a powerful, flexible and smooth financial control and 
regulatory system, and fully develop the banking system so as to raise credit 
funds, guide fund flows, increase fund-use efficiency and regulate demand. 
Thus it is clear that banking reform will play an important role in economic 
restructuring during the Seventh 5-Year Plan. 


Premier Zhao recently issued a new directive on financial restructuring, 
calling on us to respond to changing conditions in economic development and 
economic restructuring and to accelerate financial restructuring. To this end, 
the party fraction and the board of directors of the People's Bank of China, 
after a careful survey of all specialized banks and other financial agencies 
and a thorough discussion of issues relating to financial restructuring, 
proposed four objectives that we must accomplish during financial 
restructuring. First, we must establish a powerful, flexible, smooth and 
multitiered macroscopic financial control and regulatory system. We must 
promote effective accumulation and fund use, preserve a basic balance between 
supply and demand and maintain basic stability in our currency so as to 
promote coordinated economic growth and rationalization of the economic 
structure. Second, we must establish a credit system that is rooted mainly in 
banks but is comprised of many channels, forms and types of credit instruments 
and funds. We must fully mobilize the enthusiasm of all quarters for fund 
raising; promote lateral fund flows; gradually create a fund market that is 
based on central cities, that includes different levels of financial centers 
and that is suited to conditions in China; and progressively establish 
improved socialist insurance and economic compensation systems. Third, we must 
erect a coordinated socialist financial system that is led by the central 
bank, that is comprised primarily of state banks, that embraces a variety of 
financial agencies and that provides for a division of labor among these 
elements. We must strengthen the functions of the central bank, gradually 
transform specialized banks and other financial agencies into independent and 
competitive enterprises, ensure implementation of the state's guiding 
princip] {| policies on banking, enable financial agencies to raise and use 
funds dently, give the financial system operational momentum and 
vitality ua make the system more responsive to outside pressure. Fourth, we 
must establish modern systems of management for financial agencies. Cadre 
quality must be markedly improved, and we must train new high-level financial 
managers, employ computerized and other modern control systems, make 
Management more scientific, make information more responsive, make things more 
convenient for customers, improve results and provide quality financial 
services for economic development. 


We have already confronted the formidable task of restructuring the financial 
administrative system, and now we face the burdensome work of arranging and 
rationally employing funds for the development projects of the Seventh 5-Year 
Plan. Fund shortages will long plague China's efforts to effect socialist 
modernization, and the basic way to resolve this contradiction is to effect 
reform and encourage, through the administrative system and through policy, 
financial agencies to raise funds aggressively and to employ funds 
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effectively. We have gradually obtained a bit of experience in our efforts to 
invigorate the economy and to strengthen and improve macroeconomic control. 
Last year, we twice raised interest rates on savings deposits, which 
readjustments contributed positively to continued, large increase in savings. 
Between January and July of this year, urban and rural savings rose 36 percent 
over the same period last year, and this rise has given us more sources of 
funds. Economic growth and steady improvements in the people's standards of 
living provide another reliable source of funds. And much potential remains to 
be tapped in our efforts to increase savings, so long as policy is on the 
right track, channels are opened wide, many forms are employed and our work is 
done properly. By improving credit measures and by gradually liberalizing fund 
Markets, we can raise credit funds even more widely. Of course, we must 
properly handle two types of relationships in fund use. The first of these is 
the relationship between loans for fixed capital and loans of circulating 
funds. When funds are in tight supply, we must first ensure that we can meet 
the demand for circulating funds needed to produce goods used for simple 
reproduction--especially exports earning foreign exchange and commodities in 
very short supply--and to purchase agricultural and sideline industrial goods. 
Meanwhile, we should increase fixed-capital inans wherever possible. The 
Second thing we must properly handle is the relationship between the source of 
short-term loans and the use of long-term loans. We must prevent the use of 
Short-term funds, whether in renminbi or in foreiga exchange, for long-term 
investment so as to avoid fund tie-ups and turnover problems. As for financial 
reform, there is much work to do, and we must carry things out step by step 
and in the order of their importance and urgency. At present, we must 
formulate reform plans for next year and the year after, do our best to raise 
more funds and to use funds more rationally, and create a better and more open 
environment for economic development and restructuring during the Seventh 5- 
Year Plan so that the economy can develop smoothly. 


Il. Strengthening Financial Ranks Is an Important Way To Ensure Financial 
Development 


Financial ranks are growing and improving yet fall very short of the mark when 
it comes to meeting the needs of banking development and financial 
restructuring. The reasons for this shortfall in performance are as follows. 
First, it is a fact that in general our ranks do not perform well in terms of 
policy and operations. This is due primarily to the facts that our work has 
expanded rapidly and our ranks have grown sharply, s0 many new personnel have 
been recruited directly from society, and we have not had the time to give 
them the training they need. Some old cadres have strived vigorously to do 
their work properly but cannot meet the needs involved in reform. Second, 
international financial activities and contacts have grown greatly since China 
began opening up to the outside world, yet we lack leaders and specialists who 
are well trained in this type of work, which shortcoming has limited our 
ability to learn from and adapt international financial expertise and 
experience and hinders our efforts to develop international financial and 
economic relationships and cooperation. Third, leaders at all ievels lack the 
theoretical knowledge and professional experience needed to determine how 
financial work should be conducted in a socialist commodity economy, are 
unable to anticipate the new conditions and new problems that might arise 
during economic restructuring, do not do enough contingency studies and fail 
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to provide strong enough measures to deal with problems that crop up. Fourth, 
both the central bank and specialized banks need to improve’ their 
understanding of the general financial picture and be more cooperative. 
National financial work forms an organic whole, and like the human body, which 
can survive only when its blood circulates freely, an economy will thrive only 
When funds flow smoothly. Fifth, some financial agencies still engage in 
improper practices, and a few units and personnel even use loan grants for 
personal gain and engage in illegal and criminal acts, some of which acts are 
quite shocking. Even though it is a very small minority that is involved in 
this kind of behavior, these practices have a very bad influence on society 
and a corrosive effect with financial agencies. These problems stem from many 
factors, some of which are subjective and others, objective. But the primary 
cause is that leadership ideology is too onesided, stressing operations over 
personnel development. Leaders are more used to dealing with large sales 
operations, do not devote sufficient attention to long-term, overall problems 
and have failed to create a well rounded organization and personnel management 
system. 


III. We Must Strive To Establish an Excellent Corps of Financial Cadres 


Financial ranks should embrace noble communist ideals, uphold the four 
cardinal principles, be able to implement the guiding principles and policies 
of the party and the state, be expert in their work, dare to reform, provide 
enthusiastic service, observe discipline, abide by the law and perform their 
duties honestly. To achieve these desiderata, we must strengthen personnel 
development in the following areas. 


First comes ideological development, in which we must achieve three 
objectives. First, our ranks must be well grounded in Marxist theory and 
employ Marxist methodology to analyze the various issues encountered in 
financial work. As socialist modernization and economic restructuring advance, 
we will confront a series of new problems and will have to apply basic Marxist 
theory to actual conditions in our country to study and resolve these 
problems. Only when our ranks are sufficiently guided by theory can they 
demonstrate a broad and long-range view in financial restructuring, maintain 
the proper course and creatively blaze new trails adapted to conditions in 
China. Second, our ranks must resolutely and conscientiously carry out the 
guiding principles and policies of the party and the state. Once these 
principles and policies are drawn up, the banking system must promptly 
formulate, in accordance with actual need, corresponding principles and 
policies for financial work. At the same time, we must properly organize the 
entire system to execute these policies, master them fully, adjust them 
appropriately, apply them flexibly and effectively, provide prompt and 
accurate feedback and make the most of financial levers. Third, we must 
embrace the ideology of serving the people wholeheartedly. In rendering our 
service, we must keep the general picture in mind and focus on the development 
of the entire society and the whole economy. 


Second is organizational development. The financial system consists of the 
central bank, specialized banks, insurance companies and other financial 
agencies and is steadily growing and improving, but the relationship among 
financial agencies must be reordered and improved. Faced with such a huge and 
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Steadily growing corps of financial workers, we must have an organizational 
guarantee that we can use to strengthen our ranks. We believe that we must 
commence our work with the following five areas. First are bank president and 
Manager responsibility systems. The man in charge of financial agencies at all 
levels must run operations with one hand and conduct personnel development 
with the other, and agencies at all levels must provide him with an assistant 
Whose specific responsibility is to manage personnel development. In carrying 
out ideological and political work, we must proceed from actual conditions, 
eschew formalism, link this work to our efforts to help employees resolve 
practical problems, introduce this work into business operations and ensure 
that operations and reform progress smoothly. Second, we must give full play 
to the roles of party units, trade unions and Communist Youth League 
organizations at all levels. Ideological and political work is the party's 
primary task. Trade unions are an important link between the financial system 
and the broad masses, and can organize employees to participate in democratic 
Management, hold labor competition and emulation campaigns, publicize the 
achievements of advanced collectives and individuals, conduct other types of 
mass campaigns, carry out ideological and political work and promote the 
development of our ranks. The industry already has a national trade union, and 
financial unions have been established at the provincial level in nine 
provinces and municipalities. We should respond to the appeal of the National 
Federation of Trade Unions and establish provincial-level unions in the other 
Provinces, autonomous regions and municipalities so as to give full play to 
the role of unions. Youth and women comprise a large part of our ranks, and 
Communist Youth League and trade union organizations should launch 
specifically targeted campaigns in areas for which these organizations are 
Suited and cooperate with leadership to strengthen the development of our 
ranks. Third, we must closely cooperate with local party committees. We bear 
most of the responsibility for the effort to strengthen our own ranks, but we 
should also regularly report to local party committees and ask these 
committees to provide us with leadership and assistance. Fourth, we must 
establish employee evaluation systems at all levels. We must start by 
conscientiously drawing up a system of individual job responsibilities, 
specifying the duties of each unit and employee, and use this system as an 
important means by which to carry out inspection, evaluate cadres and recruit 
skilled personnel. 


Third is professional training. In accordance with the needs involved in 
expanded operations, we must initiate many types of training programs for 
cadres and employees so as to make our ranks more expert and to foster a corps 
of workers that is suited to different types of domestic and international 
financial work. 


Fourth is rectification of pernicious practices. After central authorities 
convened a large conference attended by 8,000 people early this year, the 
financial system began devoting much work to the rectification of pernicious 
practices and the investigation and punishment of economic crimes, stamped out 
the use of loan grants for personal gain, ferreted out a number of major 
crimes, ruthlessly cracked down on economic crimes, struck terror into the 
hearts of miscreants and achieved considerable success, markedly reducing the 
incidence of crimes this year. Of course, we must not overestimate our 
accomplishments, for rectification is a long-term task, and central 
authorities must pursue this work vigorously and strive to obtain results. 
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FINANCE, BANKING 


AGRICULTURAL BANK BRINGS OUT SECOND BOND ISSUES 
HKO70548 Beijing CHINA DAILY in English 7 Jan 87 p 2 
[Article by staff reporter Zhao Jinming] 


[Text] The Agricultural Bank of China is stepping up its efforts to ease the 
shortage of capital by issuing 1 billion yuan worth of bonds which it will 
start selling nationwide from tomorrow, Zheng Wenqi, vice president, announced 
in Beijing yesterday. 


This is the second time the bank has issued bonds. The first issue, valued at 
15 billion yuan, began in late 1985, the vice president said. 


The issue aims to draw on "idle" funds and to turn consumption money into 
productive capital. The bonds will be sold to individuals only, Zhang said. 


The one-year bonds will be issued in face values of 50, 100, 500 and 1,000 
yuan. The interest rate is 9 percent, about 25 percent higher than the yearly 
rate for fixed bank deposits, she said. 


Bond buyers will receive all principal and interest at the end of the one-year 
term. Buyers with overdue bonds will be paid at the interest rate for current 
bank deposits. 


The bonds are not registered to their owners and cannot be replaced if lost. 
The bond buyers are also exempt from personal income taxes. 


The 1 billion yuan to be collected from the sale will be used for special 
loans to finance rural enterprises at a maximum interest rate of 10.8 percent. 


The special loans were previously only extended to rural enterprises with good 
economic results and expansion projects undertaken by economically-efficient 
businesses. 


This time, all agricultural, industrial and commercial businesses run by the 
state, collectives and individuals can receive special loans as long as they 
open accounts at the Agricultural Bank of China. 
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To adapt to the current financial system reform, the bank plans the trial 
offer of mortgage services and bond transfers in several cities. 


In an effort to raise more funds for the development of rural industries, the 
bank intends to take out $15 million worth of loans this year from overseas 
banks, the vice president told CHINA DAILY. 


In addition, the World Bank has promised to provide the bank with loans 
valued at up to $250 million this year, she said. 


The first-round feasibility study for the loan has been finished and the 
second round will begin in May. 


The World Bank loans will be used for supporting agriculture in the under- 
developed rural areas and foreign exchange-earning enterprises in developing 
rural areas, she said. 


Last year, the bank received 5 million Swiss Francs (U.S. $3.1 million) worth 
of loans from the North European Investment Bank, she added. 
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FINANCE, BANKING 


ACCOMPLISHMENTS OF RURAL BANKING REFORMS VIEWED 
OW100848 Beijing XINHUA in English 0826 GMT 10 Jan 87 
["Round-up: Rural Banking Reforms Benefit Farmers"--XINHUA headline] 


[Text] Beijing, 10 Jan (XINHUA)--Liu Xingmin of Beijing's Tongxian county 
got 63,000 (U.S. $17,000) yuan in loans from local banks to run his family 
pig farm between 1984 and 1986 and became one of the rural individuals bene- 
fitting from the ongoing rural banking reforms. 


A few years ago, rural banks would not have supplied the money because loans 
were only issued to the people's communes, and Liu would not have needed 
the money since he worked on the collective land and got everything arranged 
by the commune. 


"Economic reforms in China's rural areas have brought out the need in reforming 
the rural banking system," said Dai Xianglong, vice president of the Agricul- 
tural Bank of China in an interview. 


For a long time, the supreme task for rural banks was to supply funds 
according to the state plan to support agricultural production on the people's 
communes. 


But this is no longer enough since the introduction of the economic reforms, 
which have resulted in thousands of peasants leaving the collective land to 
work on a household basis, the spring-up of rural industries and acceleration 
of commodity exchanges. 


Upon these changes, banks had to expand their business scope from supporting 
the people's communes to rural households and rural enterprises, Dai said. 


The Beijing branch of the Agricultural Bank of China, for example, provided 
40 million yuan (about U.S. $11 million) in loans to rural households in 
1985, as against 4.57 million yuan in 1980. 


Loans for rural industries increased to 1.27 billion yuan (U.S. $34 million) 
in 1985, to 10 times the 1980 figure. 


Loans from the Agricultural Bank of China totaled 200 billion (U.S. $54 
billion) in 1985, of which agricultural loans made up 14 percent, loans for 
rural industries, 14.5 percent, and for commerce, 62.7 percent. 
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Rural banks used to work under a very stiff administrative system: they 
turned over all their earnings to the head office in Beijing, which in turn 
allocated funds to them according to a strict state plan. The system 
worked when agriculture was highly planned. 


But since the rural economy has become more market-oriented, more diversified 
and smaller in scale, a more flexible and timely banking service is demanded, 
thus bringing, in reforms of the banking structure centering around giving 
more autonomy to local bank branches and rural credit cooperatives. 


The reforms first began in China's 58,000 rural credit cooperatives, which 
had been nominally independent enterprises but actually under the control of 
the Agricultural Bank of China. 


Before 1982, the credit cooperatives had to turn over 30 percent of their 
deposits to the Agricultural Bank of China as deposit reserves, and had only 
the right to use one third of their deposits as loans. 


As a move to give more autonomy to the cooperatives, the deposit reserves 
were reduced to 25 percent this year, and they have the right to use two- 
thirds of their deposits as loans. 


The fund allocation system of the Agricultural Bank has also been turned into 
a fund responsibility system. Under the new system, funds are no longer 
allocated by the head office but distributed among the branches. If their 
deposits increase, they are allowed to issue more loans. 


Under the previous rigid practices, borrowing and lending was not allowed 
between grass-roots banks. Now the Agricultural Bank began allowing its 
branches to deal with each other. As a result, a national interbank call 
market has taken shape, announced Ma Yongwei, president of the Agricultural 
Bank of China. 


In order to promote interbank activities, the head office of the Agricultural 
Bank began to report every ten days the fund situation at all its branches 
last September. 


The Agricultural Bank of China also plans to set up a bill-discounting market 
and security market when conditions are ripe, Ma said. 
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FINANCE, BANKING 


PRICE REFORM THEORETICAL ISSUES DISCUSSED 


Beijing JIAGE LILUN YU SHIJIAN [PRICE: THEORY & PRACTICE] in Chinese No 6 
20 Nov 86 pp 22 -24 


[Article by Wang Zhenzhi [3769 2182 0037] and Qiao Gang [0829 0274]: "Some 
Theoretical Problems Concerning Price Reform"] 


[Excerpts] Ever since the "Central Committee of the CPC's Resolution on 
Restructuring the Economic System" declared that "price reform is the key to 
the success or failure of the restructuring of the economic system," there has 
been heated theorectical discussions on price reforms. On the whole, they 
can be summed up into the following issues and viewpoints: 


I. The Relationship Between Price Reform and the Restructuring of the 
Economic System 


Price reform must permeate three areas of reform; in turn, price reform is 
the logical basis for launching reforms in those three areas: 


A. Basically, the failure of the enterprises to develop better horizontal 
relationships and become more competitive can be attributed to the fact that 
they have little or no right to determine their own production and operations. 
Price reform is a crucial step toward enhancing their right of self-determina- 
tion. For example, the revision or restructuring of the prices of producer 
goods may generate a more or less equitable rate of profit for all businesses, 
products, and commodities, and create an environment of fair competition among 
entrepreneurs who are relatively independent and who can make their own 
decisions and be responsible for their own profits and losses. 


B. The key to establishing and refining the socialist market system and 
further expanding the socialist commodity market lies in restructuring the 
pricing system and the price management system. Among all market mechanisms, 
the price system sends out the most reliable signals relaying changes in 
supply and demand conditions. Faulty price signals can mislead capital flow, 
and prevent proper product-mix and supply-demand adjustments, and as a result 
the proportionate growth of the national economy cannot be guaranteed. In 
restructuring the price system, we want to make sure that prices not only 
reflect changes in productive conditions, which in turn reflect changes in 
labor consumption, but they must also reflect changes in suppl y-and-demand 
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conditions. After reforms are implemented, except for a very few essential 
commodities and services whose prices should be determined by the state, all 
other commodities and services should either follow state price guidelines 

or assume free market prices. Only then can the market's regulative mechanisms 
function effectively. 


C. Instead of relying on direct control, we should rely on indirect controls: 
as far as planning is concerned, the scope of mandatory planning should be 
appropriately reduced, and the scope of guidelines, and the market's regulative 
role, should be expanded. Price management should also follow this trend: 
state-set prices should be less prevalent while the role of state price 
guidelines and free market prices is expanded. The state should utilize 
economic measures to exercise indirect control over prices instead of 
implementing direct administrative controls. 


II. Price Reform Ideas and Theories 


In the "Report on the Seventh 5-Year Plan," Premier Zhao Ziyang pointed out 
that "price reform must continue to be based on steady progress and the 
integration of decontrol and revisions." There are several different opinions 
concerning the relation between price adjustments and decontrol. One opinion 
suggests that “the emphasis should be on price adjustments: revise now, 
decontrol later;" it suggests that in order to make the prices of crucial 
commodities more reasonable, the state should conduct unified price revisions 
in a planned and systematic way. A second school suggests “decontrol without 
revisions:" it believes that under the Seventh 5-Year Plan, commodity prices 
should be decontrolled gradually, and all transactions should become negotiable, 
and the market system should be adopted to allow prices to reflect changes in 
supply-demand conditions, and give full play to the regulative role of market 
mechanisms. A third suggestion is to "integrate decontrol and price revisions: 
control some and revise others." 


When we consider whether to decontrol or to revise prices, we should consider 
the state of the national economy at the time, and differentiate between the 
various commodities before making the choice and arrangements. For consumer 
essentials: with the exception of a few commodities critical to the national 
economy and the people's liveli ood whose prices should be revised by the 
state systematically, other consumer goods and materials can be systematically 
and gradually decontrolled according to supply-demand conditions in the market. 
As for productive resources and transportations: monopolistic businesses like 
power supply, petroleum, and railway services, and exclusive products like 
giant power plants, superliners, and airplanes, their prices should be 

revised by the state, but prices of general productive resources should be 
systematically decontrolled based on market supply-demand conditions. Fees 
and prices of essential public utilities and services should be revised by 

the state, but other service-type undertakings can be decontrolled gradually. 








Theories are always being refined and enriched through practice, and we are 
gaining new knowledge regarding the general policy of integrating price 
revision and decontrol. Revision entails more than just revising state-set 
prices; it includes revising the state price guidelines. For example, it 
includes, revising the median price, base price, and price limits. As for 
decontrol, there are two separate levels: one, abolish the state's unified 
fixed prices and implement state price guidelines; two, decontrol all prices 
and let the market regulate itself. 


III. The Ideal Price Reform Model For China 


After several years of reforms, our price management system has turned away 
from the traditional form of fixed prices set by central planning. We have 
established a price structure with distinct Chinese characteristics by 
adopting three different pricing formats: state-set prices, state price 
guidelines, and market prices. 


The central issue in the ideal price reform model is to determine which of the 
three pricing formats should play the leading role. Theorecticians are 
divided into three schools: proponents of one view believe that stage-set 
prices should play the main role, and state price guidelines and market prices 
play the supplementary role. This model, in essence, retains the traditional 
centrally planned price system. A second viewpoint suggests that market 
prices should play the leading role, to be supplemented by state-set prices 
and price guidelines. Proponents of this view believe that this model has 
the ability to deliver supply-demand signals, guide material allocations, 
promote technological progress, and calibrate economic results. However, we 
must admit that this model is highly susceptible to drastic fluctuations in 
supply-demand conditions in the market which can cause price levels to go out 
of control. A third viewpoint suggests that state price guidelines should 
play the leading role, supported by state-set prices and market-set prices. 
State price guidelines are something new in our price-management system; its 
characteristic lies in its flexible price range. By allowing price to move 
within a certain range not only reflects the role of state plans in guiding 
prices, but also reflect the role of law of value in regulating market prices. 
Proponents of this viewpoint believe that while state price guidelines are 
differen: from either state-set prices or unconstrained market prices, it 
embodies the merits of both. This peculiar pricing format is based on the 
state planning system but its practice is more flexible, and it reflects the 
characteristics of our socialist economy as a planned commodity economy. On 
the whole, this pricing format best suits our level of economic development 
and meets our needs. 


IV. The Standard of Rational Prices 


Prices are constantly in motion, and therefore rational prices only ensure 
that relative prices and price differentials of various commodities are more 
or less reasonable. The problem is to decide what is reasonable. One 
suggestion is that prices should reflect value, but if value cannot be 
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calibrated directly, then the average rate of profit should determine the 
level of reasonable price so as to guide the direction of investments, and 
make adjustments in the product mix. A second opinion advocates decontrolling 
prices to allow the market to set the prices based on supply-demand conditions, 
and prices so determined are the reasonable prices. A third opinion holds 

that while reasonable prices should reflect market supply-and-demand conditions 
they should be based on the commodity's value (and changes in it). Reasonable 
prices which are based on value, or the changed value of the commodity, 
guarantee a more or less equitable rate of profit for all businesses, and 
create a relatively fair competitive environment. And on this basis we can 
further consider market supply-and-demand conditions: if demand exceeds supply, 
prices may be raised; if supply exceeds demand, prices should be lowered. 
Furthermore, besides relying on value and supply-demand conditions, reasonable 
prices must satisfy national policy requirements. Therefore, the criteria for 
reasonable prices are: prices of goods should approximate their value; they 
should basically reflect supply and demand conditions; they must comply with 
national policy requirement. 


During the course of our arguments we must avoid oversimplifying the standard 
of rational prices. In determining whether prices are rational, we should 
give overall consideration to the rate of profit, market supply-and-demand 
conditions, and national economic policies. First, prices must guarantee 

that enterprises earn an equitable rate of profit relative to their costs and 
expenditures, so that they can operate independently, be responsible for their 
own profits and losses, and be able to compete with each other. Second, prices 
must respond to changes in market supplies and demands, and in turn influence 
supplies and demands. Third, prices and price changes should accommodate 
national policies rather than counteract them. Therefore, we should not 
simplistically focus on the rate of profit alone. Our pricing practices have 
shown us that there will always be certain contraditions and problems no 
matter what kind of profit rates we may choose as basis for determining prices. 
We will be oversimplifying the problem if we think that the issue of rational 
price standards can be resolved by selecting a relatively plausible rate of 
profit. 


V. The Issue of the Two-Track Price System 


There are social factors and historical causes for the presence of a two-track 
price system in the course of our economic reforms. This is a vast country, 

and there are great disparities in the level of economic development between 
the eastern, central, and western regions. Consider a product from any line 

of business, the production technique and the costs can vary significantly 
among different-sized enterprises in the same business located in different 
regions. Price distortion is another serious problem. Under the circumstances, 
a two-track price system is both involuntary and wise. 


Should the two-track price system be eliminated at this stage? This is 
another debatable issue. Some people think that it should be removed, others 
feel that we should not act hastily, and instead we should work on narrowing 
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the gap between plan and extra-plan prices as soon as possible. To accomplish 
this, we must strive to expand production and increase supply, and at the same 
time take effective measures to curb excessive demand. We should also adjust 
the ratio of plan to extra-plan production of certain items, such as coal. 
There are very few products in acute short supply for which there is no 
immediate remedy, the state should manage them vigorously, and control their 
extra-plan price range. As long as plan and extra-plan price discrepancies 
are small, and as long as the gap is narrowing, extra-plan prices will have 
only a mild impact and will not interfere with planned prices. 


All parties agree that the two-track price system is a peculiar but transitional 
phenomenon, and will not be a permanent factor in the planned commodity 

economy. As the national economy grows, this phenomenon of having two prices 
for the same product will disappear. 
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FINANCE, BANKING 


PEOPLE'S CONSTRUCTION BANK IMPROVES RESULTS 
HK130326 Beijing CHINA DAILY in English 13 Jan 87 p 2 
[Article by staff reporter Wu Xue] 


[Text] The People's Construction Bank of China achieved improved results last 
year and continues to play an important role in handling all of China's capital 
construction investment this year, Zhou Daojiong, president of the bank, said 

yesterday at a national conference of construction banks being held in Beijing. 


The results achieved in the past year include the better control and adjustment 
of investment and supporting the country's key construction projects, Zhou said 
in his year-end report. 


The bank and its branches controlled the use of financial capital and stuck: to 
the budgeted plan for the country's capital construction last year. A total 
investment capital of 3.3 billion yuan ($890 million) was saved by evaulating 
proposed projects. 


The construction bank gave priority to the country's key projects and in 1986, 
half of the bank's credit funds were given to energy, transport and other 
important development schemes. The bank provided 24 billion yuan ($6.5 billion) 
to 184 projects. 


The bank's deposits grew steadily last year and overfulfilled state deposit 
quotas, the report said. 


Last year, 194 branches and subbranches of the construction bank acted as 
agents to handle bonds worth 1.25 billion yuan ($337 million) on behalf of 
local governments and enterprises. Also, 177 branches and sub-branches started 
a savings business, attracting 185 million yuan ($50 million) in deposits. 


The construction bank also paid great attention to evaluating projects applying 
for investment funds. About 150 large- and medium-sized projects under the 
Seventh Five-year Pian (1986-90) were evaluated, the report said. 


The report listdd this year's priority tasks for the construction bank as 
follows: 
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--Enlarging channels for allocating funds, especially idle funds. The bank 
will be entitled to handle housing bonds and rent in five cities where the 
State Council has decided to implement reforms of the housing system. It 
will also issue financial bonds ir the country for the first time to support 
important projects. It will continue to act as an agent to allocate funds by 
issuing bonds for some key projects this year. 


--Strengthening the management of credit. The bank will investigate the 
building, iron and steel, nonferrous metals and electronics industries. It 
will continue to evaluate energy-saving products, tourism, automobiles and the 
petrochemical business. 


--Adopting varied financial methods. The general bank of the construction 
bank has decided to set up a trust investment company to engage directly in 
investment. Other businesses to start this year include leasing and short- 
and long-term capital markets. 


--Developing international financial businesses. It will start handling 
foreign exchange accounting and deposits, loans needed by Sino-foreign joint 
ventures and direct investment. 
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FINANCE, BANKING 


CONSTRUCTION BANK PROVIDES PROJECT LOANS 
0W132343 Beijing XINHUA in English 1632 GMT 13 Jan 87 


[Text] Beijing, 13 Jam (XINHUA)--The People's Construction Bank of China 
provided 24 billion yuan in loans to key state energy, transport and raw 
material projects last year, president of the bank Zhou Daojiong said here 
today. 


The People's Construction Bank of China is responsible for allocating funds 
and issuing loans for capital construction, renovation, expansion and re- 
building of existing enterprises. 


According to the president, this figure accounted for more than half of the 
bank's total credit funds issued last year. 


China's capital construction scale has been expanding with rapid economic 
development, Zhou said. With limited credit funds, the bank has, on the one 
hand, strictly controlled capital construction investment, and, on the other, 
positively aided key state projects. 


An example was the Daging oilfield in northeast China, which produces half of 
the country’s oil. With loans of about 300 million yuan offered by the bank 
last year, the oilfield, affected by a slump in oil prices worldwide, has 
solved its fund shortage problen. 


The president noted that, of more than 600 million yuan in loans to the 
petroleum industry ministry last year, 420 million yuan was used for building 
key projects. 


According to a report, about 3.4 billion yuan in added investment was granted 
to the energy, transport and raw material sectors in the construction of key 
projects in the first half of last year. 
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FINANCE, BANKING 


ARTICLE REPORTS ON ESTABLISHMENT OF CAPITAL MARKETS 


Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese No 46, 17 Nov 86 
p 33 


[Article: "China Establishes a Capital Market Step By Step"] 


[Text] China is devoting efforts to establish a capital market. At present 
interbank short-term loan markets are being established in Wuhan, Shanghai, 
Shenyang, Guangzhou, and other urban centers; commercial paper acceptances, 
discounting, and rediscounting businesses are being developed; markets for 
bills of exchange which are heavily dependent on the cities are also being 
set up on a trial basis: indeed the short-term capital market is in its 
fledgling form. 


Early this year, the central government announced that Wuhan, Shenyang, 
Guangzhou, Changzhou, and Chongqing would be the five pilot cities participating 
in financial reform. These cities began by launching short-term lending and 
borrowing activities among the financial institutions. From January to July 

of this year, their total short-term interbank loan transactions reached 11 
billion vuan; commercial paper discounting exceeded 400 million yuan. 


Recently, it was decided at the Joint Conference of Shanghai Economic Zone 
Bank Presidents that provinces and cities may launch commercial paper 
discounting and rediscovnting operations in the economic zone, and those 
equipped to do so may settle out-of-town bills locally to accelerate the rate 
of capital circulation. The first step will be for the provinces to set up 
regional centers for clearing commercial papers in the provincial capitals, 
and later on establish a Shanghai Economic Zone Center for clearing bills. 


In Chongqing, besides engaging in short-term interbank loan transactions, the 
banks also launched transprovince and transcity financial activities: so far 
they have borrowed, on a short-term basis, 180 million yuan from banks in 
Shenzhen, Zinjiang, Qinghai and other cities. Various banks in Henan have 
decided to set up clearinghouses for bills throughout the province. 


The capital market will expand from the present short-term interbank loan 
activities into areas of bills clearance, and the issuances and circulation of 
stocks and bonds; these will grow from regional operations into nationwide 
activities. Long-term capital markets are markets raising capital funds 
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through the sales of stocks and bonds and other negotiable securities: a 
market is formed as the result of the buying, selling, and transfer of 
negotiable securities. At present, a growing number of enterprises are issuing 
stocks and bonds, and every year the amount of capital being raised has 
increased. Take Guangdong as an example, by the end of last year, 850 enter- 
prises have issued stocks and bonds, and they have accumulated 500 million 
yuan. The Bank of Industry and Commerce in Shanghai Municipality began 
operating a short-term capital market on 30 August, and within 50 days, it 
gathered a sum equivalent to 30 percent of all loans granted by the bank in 

1 year. The bank president also announced that beginning 1 December the bank 
will issue 100 million yuan worth of municipal bonds. These bonds can be 
freely traded in the market, their prices will be set by the market. 


China's financial reform aims to establish a credit system which emphasizes 
credit and which utilizes all channels, all sorts of credit formats, and all 
kinds of credit instruments; and from that basis it will move on to establish 
financial centers which can handle all phases of transactions in the urban 
centers, and also establish a capital market which is compatible with the 
condition of the country. A capital market increases the channels for capital 
flow and eliminates the monopolistic control over capital funds; it stimulates 
the economy and promotes production and circulation. However we must also 
realize that as capital channels increase, competition will drive up interest 
rates, and eventually the cost of financial investments will increase for 
society 2s a whole. At the same time, with an active capital market, new 
problems in controlling the scope of fixed-asset investments will emerge. 
Therefore the urgent task today is to promulgate regulations to oversee stock 
and bond trades as well as other capital-raising activities, and set limits 

to interest rate fluctuations. In order to successfully establish a capital 
market, China must reinforcing the financial laws and regulations, review and 
summarize her experiences continuously to raise the standard of management. 
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FINANCE, BANKING 


EVERBRIGHT SETS UP FINANCIAL BODY IN BEIJING 
HKO70202 Beijing CHINA DAILY in English 7 Jan 87 p 2 


[Text] A new non-government financial body, the Everbright Financial 
Corporation, has been set up in Beijing. 


A subsidiary of the Hong Kong-based Everbright Group, the corporation is the 
eighth in China able to handle a whole range of financial activities. The 
other seven are the Industrial and Commercial Bank of China, the Construction 
Bank of China, the Agricultural Bank of China, the Bank of China, the China 
International Trust and Investment Corporation, the New Technology Development 
and Investment Corporation and the China Insurance Company. 


With a registered capital of 50 million yuan and $50 million, the new 
corporation will handle businesses such as issuing bonds on behalf of the 
People's Bank of China, trust and investment, leasing, absorbing foreign 
exchange deposits from both overseas and domestic customers, issuing foreign 
exchange bonds in foreign countries, extending loans in renminbi and foreign 
exchange, contracting for projects and taking part in bids. 


Wang Guangying, chairman of the board of directors of the Everbright Group, 
will be chairman of the board of directors of the new financial corporation. 
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FINANCE, BANKING 


ROLES, ACHIEVEMENTS OF GUANGDONG'S FINANCIAL BUSINESS 
Guangzhou KAIFANG [OPEN POLICY] in Chinese No 7, 8 Jul 86 pp 45-46 


[Article by Liu Sanzhang [0491 0005 4545], Nie Zhourong [5119 0719 2837] and 
Liu Hua [0491 5478]: "The Financial Business of Guangdong Province") 


[Text] I. Organizations 


At present, the financial network of Guangdong Province is formed by such 
financial organizations as the People's Bank, the People's Construction Bank, 
the Agricultural Bank, the Bank of China, the Industrial and Commercial Bank, 
the provincial division (and city subdivision) of the People's Insurance 

Co, and the provincial International Trust and Investment Corp. 

The People's Bank plays the role of a central bank. The People's Construction 
Bank is a specialized bank in charge of the financial transactions of fixed- 
asset investment. The Agricultural Bank is a specialized bank in charge of 
the financial transactions of rural economic activities. The Industrial and 
Commercial Bank is a specialized bank in charge of the financial transactions 
of industrial and commercial enterprises. The Bank of China is a specialized 
bank exercising unified management of foreign exchange business. The People's 
Insurance Co is a specialized company dealing with the domestic and 
international insurance business. The provincial International Trust and 
Investment Corp is a specialized financial organization set up to raise 
international funds for domestic construction. 


II, Major Business Operations 


Deposits: The amount of deposits was 433 million yuan in 1952; 7,101,000,000 
yuan in 1978, an increase of 6,668,000,000 yuan over 1952 and an annual 
increase of 11.36 percent; 10.31 billion yuan in 1980, an increase of 
3,209,000,000 billion yuan over 1978 and an annual increase of 20.5 percent; 
and 27,243,000,000 billion yuan in 1985, an increase of 16,933,000,000 yuan 
over 1980 and an average annual increase of 21.45 percent. 


Loans: The amount of loans was 48 million yuan in 1952; 10,886,000,000 yuan 
in 1978, an increase of 10,838,000,000 yuan over 1952 and an annual increase 
of 23.2 percent; 13,042,000,000 yuan in 1980, an increase of 2, 156,000,000 
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yuan over 1978 and an annual increase of 9.5 percent; and 48,082,000,000 yuan 
in 1985, an increase of 35.04 billion yuan over 1980 and an annual increase of 
29.8 percent. 


The Savings Deposits of Rural and Urban Residents: The amount was 68 million 
yuan in 1952; 2,006,000,000 yuan in 1978, an increase of 1,938,000,000 yuan 
over 1952 and an annual increase of 13.9 percent; 3,062,000,000 yuan in 1980, 
an increase of 1,056,000,000 yuan over 1978 and an annual increase of 23.55 
percent; and 9,123,000,000 yuan in 1985, an increase of 6,061,000,000 yuan 
over 1980 and an annual increase of 24.4 percent. 


III. Amount of Currency in Circulation 


With the figure of 1952 set at 100, the amount of currency in circulation was 
710.47 in 1978, 1,392.06 in 1980, and 4,296.03 in 1985. The average annual 
increase rate between 1953 and 1978 was 7.83 percent, 39.98 percent between 
1972 and 1980, and 25.28 percent between 1981 and 1985. 


The comparison between the increase rate of the amount of currency in 
circulation and that of the retail sales volume of social commodities: 


The average annual increase rate of the retail sales volume of social 
commodities was 6.22 percent between 1953 and 1978, 17.32 percent between 1979 
and 1980, and 17.56 percent between 1981 and 1985. The ratio of the increase 
rate of ourrency in circulation to that of the retail sales of social 
Commodities was 1:0.22 between 1953 and 1978, 1:0.433 between 1979 and 1980, 
and 1:0.69 between 1981 and 1985. 


IV. The Results of the Use of Funds 


In the past few years, since economic development and reform have resulted in 
changes in the initial distribution of national income, bank deposits have 
accounted for an increasingly large proportion of national income. The amount 
of increase in bank deposits accounted for 2 percent of national income in 
1978, 4.5 in 1979, 5 percent in 1980, 9.86 percent in 1981, 5.9 percent in 
1982, 10.8 percent in 1983, and 34.5 percent in 1984. The substantial 
increase of bank deposits has enabled the self-sufficiency rate of bank's 
credit funds to increase year after year. The self-sufficiency rate of bank's 
credit funds was 55.6 percent in 1980, 59.4 percent in 1981, 58.6 percent in 
1982, 62.6 percent in 1983, and 61.93 in 1985. 


The substantial increase of bank deposits has enabled the banks of Guangdong 
Province to bring into full play the results of funds, accelerate the 
circulation of funds, and promote economic construction. The main expressions 
are: 


1. Support the circulation of commodities, foreign trade and exports. In 
1983, the balance of domestic and foreign trade loans was 15.72 billion yuan, 
an increase of 7.71 billion yuan over 1978 and an average annual increase of 
38.6 percent. Of which, commercial, supply, and marketing loans increased 
1.81 billion yuan, an average annual increase of 8.5 percent. During the same 
period, the net sales volume of commercial, supply, and marketing commodities 
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increased on an average of 11.5 percent per year. Foreign trade enterprise 
loans increased 1,865,000,000 yuan, an average annual increase of 7.8 percent. 
During the same period, the gross purchase volume of foreign trade increased 


on an average of 15.3 percent per year. 


2. Support industrial readjustment and the development of the light and 
textile industries. In 1983, the balance of industrial loans was 
5,631,000,000 yuan, an increase of 3,473,000,000 yuan over 1987 and an average 
annual increase of 695 million yuan. The largest increase was recorded in 
loans for enterprises of industrial production which increased 1.85 billion 
yuan in 5 years, accounting for 53.26 percent of the increase of industrial 
loans. The second largest increase was recorded in loans for collective 
industries which increased 9.6 billion yuan in 5 years. Judged by the pattern 
of all loans, loans for the light and textile industries accounted for about 
60 percent. 


3. Support technological transformation and major construction projects such 
as energy and communications. Banks began to issue fixed-asset loans on a 
trial basis in 1979. By 1985, the balance of fixed-asset loans in Guangdong 
Province reached 11.19 billion yuan. Of which, about 30 percent were used in 
the light and textile industries, 55 percent in the communications and 
transportation industry, 10 percent in the development and conservation of 
energy resources, and 5 percent in the readjustment of heavy industrial 
product mix. 


4, Add new vitality to the economy as a final result. For instance, during 
the 3 years between 1981 and 1983, Guangdong Province issued a total of 2.69 
billion yuan in short- and intermediate-term equipment loans to support 4,808 
projects. Of which, 3,637 projects, or 75.6 percent, have been put into 
production. The operation of these projects has generated 3.54 billion yuan 
in output value, 70 million yuan in commercial business, and 800 million yuan 
in taxes and profit delivery for the state. From these newly increased fixed 
assets, enterprises have withdrawn 137 million yuan as _ depreciation, 
renovation, and transformation funds. 


V. Reforms of Bank Credit System 


Major reforms are as follows: Since 1981, Guangdong Province has implemented 
a credit system under which "deposits are linked to loans, more deposits means 
more loans, and balance contract remains unchanged for 3 years." With regard 
to enterprises' technological transformation loans, Guangdong Province has 
implemented a policy that allows enterprises to pay technological 
transformation loans before they pay taxes and withdraw two funds (bonus and 
collective welfare) from loan payments. 


The province has delegated loan approval power to cities, prefectures, and 
counties. It is stipulated that power to approve loans should correspond with 
power to approve fixed-asset investment plans. In other words, the power to 
approve bank loans and foreign exchange loans should be delegated to banks at 
the same level the project was approved. 


The provincial Industrial and Commercial Bank was officially established on 5 
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April 1984 to handle the tasks of savings and industrial and commercial credit 
originally handled by the provincial people's bank. 


The overwhelming majority of the province's 1,975 credit cooperatives have 
carried out reforms. Their major contents are as follows: The proportion of 
funds that credit cooperatives deliver to the agricultural bank as reserve 
deposits has been changed to 15 to 30 percent according to different 
circumstances and the remaining funds are at the free disposal of credit 
cooperatives. For money-losing credit cooperatives, the policy of "loss 
contract" has been adopted to force them to turn deficits to profits within 3 
years. The economic responsibility system that links economic interests and 
Management results has been promoted among staff and workers. 


Guangdong Province began to handle savings deposits in foreign currencies on 1 
March 1985. Before this, the Shenzhen SEZ and Hainan Island had already 
offered this service. 


12302 
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FINANCE, BANKING 


WUHAN SETS UP SPECIAL MUNICIPAL PENSION FUND 
0W052031 Beijing XINHUA in English 1539 GMT 5 Dec 86 


[Text] Wuhan, 5 Dec (XINHUA)--The newly-adopted trial enterprise bankruptcy 
law will not affect the 190,000 retirees on the government payroll in this 
central China economic center, a city government official said here today. 


The law, passed on 2 December by the National People's Congress Standing 
Committee, allows, for the first time in China, for the phasing out of 
unproductive enterprises. 


Since October the city government has set up a special fund to cover the old- 
age pensions for the retirees and their welfare, and the city's state-owned 
enterprises are obliged to contribute an amount of money equivalent to 22.5 
percent of the wages for their staff each month to the fund. 


That means, even if a factory goes bankrupt, its retired workers can continue 
to draw pensions and enjoy the same benefits as before, the Wuhan official 
said. 


The welfare program includes price subsidies, free medical care, subsidies 
for those in need of nursing, as well as the burial expenses after a retired 
worker dies. 


In China, a retired worker may draw 75 to 100 percent of his or her original 
wage, depending on seniority. 


/9738 
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FINANCE, BANKING 


JIANGSU OFFICIAL CITED ON MONEY MARKETS 
0W280312 Beijing XINHUA in English 0108 GMT 28 Jan 87 


[Text] Nanjing, 28 Jan (XINHUA)--Interbank loans totaling 1.5 billion yuan 
(about U.S. $40 million) have been issued on the four regional money markets 
in east China's Jiangsu Province since their opening in 1986, it was reported 
here today. 


As a new measure to “overcome the money shortages", a universal problem all 
over China, the Jiangsu provincial branch of the Industrial and Commercial 
Bank of China opened the markets last year in the cities of Wuxi, in southern 
Jiangsu, and Xuzhou and Yangzhou in northern Jiangsu, and in the provincial 
capital of Nanjing. 


Chen Hui, an official of the provincial branch said, “we opened the markets 
to aid industrial production, speed up commodity circulation and promote the 
ongoing reform of the urban eccnomic structure." 


The industrial and commercial bank, among othe: things, takes in savings 
deposits and extends loans to industrial, commercial and transportation 
businesses throughout China. 


Coastal Jiangsu Province is one of the more-developed areas in China. Its 
combined value of industrial and agricultural output rose 12.2 percent from 
1985 to reach 142.6 billion yuan last year, according to the provincial 
statistics bureau. 


The opening of the four money markets also serves to streamline the use of 
money by breaking down barriers caused by regional administrative division, 
Chen Hui said, adding that the markets in Jiangsu now involve 76 banks in 
other parts of the country. 


Business transactions are usually made once a month, with the borrower and 
lender deciding through discussions on the amount, term and interest rates of 
interbank loans. 


/9738 
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FINANCE, BANKING 


SHANGHAI INVESTMCAT COMPANY SEES BRISK BUSINESS 
0W150920 Beijing XINHUA in English 0636 GMT 15 Dec 86 


[Text] Shanghai, 15 Dec (XINHUA)--The Shanghai Investment and Trust Corpora- 
tion now has cooperative and loan links with more than 70 foreign banks and 
stock companies. 


Zhang Xiaojun, the corporation's general manager, said today at the sixth 
board of directors meeting, "at the end of November, the corporation, which 
was founded in 1981, has absorbed commercial loans of U.S. $50 million and 
has signed 80 agreements with domestic enterprises for loans exceeding U.S. 
$240 million." 


"To date," Zhang said, “the corporation has signed 1,000 contracts with foreign 
enterpreneurs to import technology and equipment,” adding technology and 
equipment imported through the corporation this year accounts for 52 percent 

of Shanghai's total. 


The corporation issued bonds worth 25 billion Japanese yen (about U.S. $100 
million) in Tokyo earlier this year and 90 percent of the money has been 


loaned to export-oriented enterprises in Shanghai to import advanced technology 
and equipment. 


"We have also provided various business services for our clients at home and 
abroad, and helped 36 enterprises from the United States, Japan and the 
Federal Republic of Germany open offices in Shanghai," Zhang said. 


The general manager said, "in the future the corporation will provide con- 
sultancy services and issue bonds to raise funds for important construction 
projects in the city." 


/9738 
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FINANCE, BANKING 


NEW BANKING SYSTEM IN SHENZHEN WORKING WELL 
OW132118 Beijing XINHUA in English 1510 GMT 13 Dec 86 


[Text] Shenzhen, 13 Dec (XINHUA)--Luo Xianrong, president of the Shenzhen 
branch of the People's Bank of China, said banking measures introduced last 
year has alleviated the universal money shortage problem and have helped make 
rational use of loans and credit. 


Late last year a system was introduced that allowed banks in this special 
economic zone to borrow and lend money to other local banks. 


Speaking at a conference of bank presidents from nine cities that closed here 
today, Luo said that as of the end of October, the smount of money borrowed 
and lent between Shenzhen banks cane to 1.45 billion yuan (about U.S. $40 
million), basically meeting local needs. 


Until 1985, however, specialized banks in Shenzhen catering to foreign inves- 
tors had very little to do with each other because they were managed directly 
by their head offices. 


When money was easily available, according to Luo, they would vie with one 
another to issue loans which resulted in waste and redundancy. When money was 
in short supply, they would press businesses for payments which would slow 
down production. 


Things began to change earlier this year, Luo told the conference, when the 
state council, China's highest governing body, decided that Shenzhen should 
introduce a new banking management system. This allowed banks to enjoy a 
province-level status in the nation's credit and loan plan. 


Under the new system, Shenzhen banks have all deposits at their disposal except 
for those due to be paid to the state treasury and the head office of the 
People's Bank of China. Furthermore, specialized banks in Shenzhen are no 
longer subject to the credit and loan quotas set by their head offices. The 
Shenzhen branch of the People's Bank of China is responsible for coordinating 
the use of credits and loans in the zone. 


/9738 
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FINANCE, BANKING 


BRIEFS 


GUANGZHOU FINANCIAL REFORM--Guangzhou, 26 Jan (XINHUA)--Thanks to the ongoing 
financial reform, the savings deposits of urban and rural residents in Guang- 
zhou, capital of south China's Guangdong Province, reached more than 5.7 
billion yuan in 1986, 36.2 percent higher than in the previous year. Guangzhou 
is one of five pilot cities China has designated to try out financial reform, 
aiming at promoting the flow of money among different banks and gradually 
forming an inter-bank and inter-regional money market. A local financial 
official said that the development of inter-bank loans among branches instead 
of the previous practice of borrowing and lending only between the central 
bank and its branches is a progressive ster. The industrial and commercial 
banks in the city opened 27 new services last year, including issuing tra- 
vellers' cheques and savings checking accounts. In October and November last 
year Guangzhou's Industrial and Commercial Bank and the Agricultural Bank 
offered such services as private foreign currency savings accounts. As a 
result, foreign currency deposits reached the equivalent of more than 10 
million Hong Kong dollars at the end of last year. [Text] [Beijing XINHUA 
in English 0230 GMT 26 Jan 87 OW] /9738 


MORE FUNDS TO ENTERPRISES--Beijing, 23 Jan (XINHUA)--The Industrial and 
Commercial Bank of China will focus on making more funds available to larger 
enterprises this year. A bank official, quoted in today's ECONOMIC DAILY, 
said the bank will extend more credit to help transport the energy-related 
enterprises and those producing export-oriented products to improve manage- 
ment, increase production and practice cost-efficiency. The bank will also 
offer services in bank drafts, which will be honored at branches of the bank 
in other major cities, loan discounts and mortgage credits this year, the 
official said. According to the official, the bank recovered 18 billion yuan 
in delinquent loans and tapped additional fund sources of 10 billion yuan 
last year. Credit available to aid larger enterprises accounted for 45 
percent of the bank's increased loan volume last year. [Text] [Beijing 
XINHUA in English 0740 GMT 23 Jan 87 OW] /9738 


FOREIGN EXCHANGE SERVICES--Beijing, 16 Jan (XINHUA)--The Construction Bank 

of China, which specializes in funding the country's capital construction, has 
introduced foreign exchange services in some of its local branches in a bid to 
expand its business scope, according to an official of the bank. The branch 
in the Shenzhen special economic zone in Guangdong Province was the first to 
start the business. Between last June and December it provided 7.6 million 
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Hong Kong dollars and U.S. $2.3 million in loans to Chinese and foreign- 
invested enterprises in the zone. Besides, the branch also provides guarantees 
to help enterprises with imports and has established business ties with some 
Hong Kong banks. Branches in the Zhuhai (also in Guangdong) and Xiamen 
(Fujian Province) special economic zones, and in Shanghai have also opened 
foreign c’.crency services, providing loans and drawing deposits. The Shanghai 
branch is now raising funds in international markets for the importation of 

a 300,000-ton ethylene project. China's foreign exchange business used to be 
dominated by the Bank of China--the state foreign exchange bank, but the on- 
going reform of the banking system is changing this situation, [Text] 
[Beijing XINHUA in English 1442 GMT 16 Jan 87 OW] /9738 


BANK PROMOTES FOREIGN TRADE--Beijing, 16 Jan (XINHUA)--The Bank of China in 
1986 issued loans of 75.5 billion yuan to promote foreign trade and loans of 
600 million yuan in foreign exchange to 900 enterprises involving foreign 
investment. At the same time the bank attracted several billion yuan in 
foreign exchange savings deposits. [Text] [Beijing XINHUA in English 0730 
GMT 16 Jan 87 OW] /9738 


INSURANCE COMPANY TO EXPAND--Beijing, 7 Jan (XINHUA)--The People's Insurance 
Company of China will open new services this year to meet the growing demands 
of the economy, according to Qin Daofu, president of the PICC. "We'll actively 
expand satellite insurance, credit insurance and start a new insurance plan for 
a fleet of planes", Qin told XINHUA. The focus of urban services this year 
will be on properties of enterprises, motor vehicles and cargo transportation. 
New services are expected to open for product liability and shipping. Life 
insurance will also be expanded. Last year, 50 million Chinese families, 
numbering about 200 million people, took out life insurance policies. The 
company plans to conduct surveys on Chinese trade centers and Sino-foreign 
enterprises abroad in order to expand its overseas business, Qin said. 

Premiums for 1987 are expected to be 5.59 billion yuan, 11.1 percent more than 
1986, Qin said. In 1986, PICC undertook insurance policies for several large 
Sino-foreign projects including the Daya Bay nuclear power plant, the Pingshuo 
opencut coal mine, Shajiao electric power plant and the Ihasa hotel. [Text] 
[Beijing XINHUA in English 1455 GMT 7 Jan 87 OW] /9738 J 


FINANCIAL REFORM TEST BASE--Guangzhou, 16 Jan (XINHUA)--The state commission 
for restructuring the economy and the People's Bank of China have decided 

to extend the financial reform experiments from Guangzhou to the whole of 
Guangdong Province. According to a recent provincial meeting on financial 
reform, Guangdong would start the reform by strengthening the macro-control 
function of central banks to improve the financial management system. He said 
the province would also explore and develop financial markets to promote 
commercial bills acceptance and discounts, inter-bank lending and borrowing, 
and short-term credit. It is also planned to develop multiform financial 
organizations, including regional share-holders’ banks and expanding the 
decision-making powers of the credit cooperatives in the countryside to allow 
their interest rates to fluctuate. The province will also enhance control 
over foreign exchange and external debts, he said. China's experiments in 
financial reform has been going on in Guangzhou, Chongqing, Wuhan, Shenyang, 
Changzhou, Dalian, Dandong, Nanjing, Suzhou, Wuxi, Ningbo, Wenzhou and Baoji. 
[Text] [Beijing XINHUA in English 1522 GMT 16 Jan 87 OW] /9738 
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SMALL-SCALE ENTERPRISES 


VILLAGE CITED AS INDUSTRIALIZATION PACESETTER 
0W051244 Beijing XINHUA in English 1148 GMT 5 Jan 87 


[Text] Beijing, 5 Jan (XINHUA)--The ECONOMIC DAILY today held up a once- 
poor village in coastal Shandong Province as a national pacesetter for 
achieving industrialization in 8 years by starting peasant-run factories. 


Xinmouli village, near the port city of Yantai, now has 427 families totaling 
1,370 people. The average annual income was only 60 yuan (about U.S. $16) 
per person before 1978. 


But it turned out 50 million yuan-worth of farm products and manufactured goods 
in 1985--98 times as much as it did in 1978. And the average income per 
villager was 2,500 yuan last year--compared with the national average rural 
income of 397 yuan. 


The paper listed the following as the village's indicators of industrializa- 
tion: 


--industry accounts for 99 percent of the combined value of industrial and 
agricultural value; 


--97 percent of the workforce has shifted from farming to industrial produc- 
tion; and 


--industrial productivity exceeds the national average with each worker 
producing 17,000 yuan-worth of manufactured goods a year. 


The village now has three factories eacii manufacturing at least 10 million 
yuan-worth of goods annually, hence regarded as big businesses in China. 


Moreover, 75 percent of the families have moved into apartment buildin; * 
equipped with tap water, electricity, central heating and gas. 


"It is impossible for China to achieve modernization on the basis of 800 
million farmers tied to the land and producing mainly grain," the paper com- 
mented, noting that Xinmouli village has provided valuable experience for 
other villages. 
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The village leaders decided in 1979 to start village-run industries by making 
the best use of the village's easy access to transport as a way to achieve 
prosperity promptly, according to the paper. 


Villagers accumulated money for industrial growth by first starting such 
businesses as restaurants, inns, food stores, and sewing and repair shops. 


But by 1983, they had earned enough money to launch 17 factories. On this 
basis, they have set up businesses with state-owned factories elsewhere in a 
campaign to upgrade technology and expand production. 


The village leaders are trying to gear the village industrial product/‘on to 

the international market, the paper said. A joint factory in the village 

earns U.S. $400,000 a year from exports of machinery to 40 countries ar ” 

Kong and Macao. a 


Moreover, a woolen mill involving 22 million yuan in investment, the largest 
in the village, will go into operation later this year in a compensation deal 
with a British firm. The village will use woolen textiles to pay for the 
equipment worth U.S. $3.46 million from the British firm. 


/9738 
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SMALL-SCALE ENTERPRISES 


JIANGSU FARMERS RUN ENTERPRISES, RAISE INCOME 
0W201339 Beijing XINHUA in English 1137 GMT 20 Jan 87 


[Text] Nanjing, 19 Jan (XINHUA)--Farmers in the formerly underdeveloped 
Huaibei District of east China's Jiangsu Province are becoming better off as 
they develop rural enterprises in line with local conditions. 


Farmers are encouraged to run enterprises on the basis of households or 
collectives to process farm produce and develop the building materials 
industry with locally available materials, said Cai Yangui, deputy director 
of the provincial rural enterprise administration bureau. 


The rapid growth of small rural enterprises enabled the four major cities in 
the district to yield a total industrial output value of more than U.S. $1.3 
billion in 1986. Their industrial growth rate for the first time surpassed 
that of the region's most developed cities of Suzhou, Wuxi and Changzhou. 


As a result, the peasants’ average annual income in 1986 increased by 10 
percent over the previous year. 


/9738 
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AGRICULTURE 


LARGE POTENTIAL FOREIGN EXCHANGE EARNINGS FROM FOOD INDUSTRY 
Beijing JINGJI RIBAO in Chinese 20 October 86 p 3 


[Article by Xu Guangtao [1776 1684 3447] and Li Heming [2621 7729 2686]: "The 
‘Food Industry Has Shown Great Potential for Earning Foreign Exchange"] 


[Text] The food industry is one of the major earners of foreign exchange in 
China. Current yearly earnings, which exceed 500 million, are approximately 

12 percent of the total foreign exchange earnings by light industry. Canned 
products are the most important segment, earning $365 million in 1985. Alcoholic 
beverages earned more than $50 million, while sugar and fermented products earned 
more than $30 million. 


During the Seventh 5-Year Plan, foreign exchange earnings from the food industry 
will increase still further. In 1990, preliminary plans of relevant sectors 
call for a greater increase in the total export value of the food segment of the 
light industry sector. Foreign exchange earnings will reach 1.27 billion, a 
14-fold increase over 1985. 


Canned foods have long been a traditional export product for China. In 1985, 
exports: of canned foods totaled 366,000 tons, and, during the Sixth 5 Year 
Plan, total foreigns exchange earnings reached: $1.84 billion. During the 
Seventh 5 Year Plan, we must both establish a reliable supply base and also 
emphasize easily salable varieties of canned fruits and vegetables such as 
mushrooms, tomatoes, bamboo shoots, string beans, pineapples, oranges, and 
apples. We should also improve packaging design as well as the production 
equipment in more than 100 factories »roducing canned food for export. We will 
try to increase production of canned foods for export to 1 million tons by the 
end of the Seventh 5 Year Plan. 


Exports of alcoholic beverages are potentially significant sources of foreign 
currency earnings. If we provide strong support, not only will exports of 
Qingdao beer, Guizhou maotai, Wine (5403 0669), and Shaoxing wine (7806 6794) 
increase, but products such as wine, fruit wine, and other Western liquors 
that are already popular in international markets can also be developed into 
major export products. Potential exports of alcoholic beverages are very 
great. In 1985, beer exports of 45,000 tons brought in $20 million. 
According to current production levels, we can export 100,000 tons of beer if 
we guarantee its quality, and foreign currency earnings will increase 
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1.5-fold. With respect to wine, we can export more than 10,000 tons yearly 
and triple present foreign currency earnings if we emphasize quality 
varieties, import the necessary technology, improve work habits, and produce 
high-quality, well-known brand name products. 


Sugar Industry: In 1985, sugar exports were 70,000 tons and earned $16 million 
in foreign currency. We can increase foreign currency earnings in the future 
by exporting processed sugar derived from imported raw sugar. The large 

amount of waste created during beet sugar production is also a valuable resource. 
Some large beet sugar factories are producing animal feed pellets from this 
waste. In 1985, 120,000 tons of such feed was exported; exports are anticipated 
to be 250,000 tons in 1990. 


Fermentation Industry: Critic acid and condiments have the greatest export 
potential. Although current exports are small @bout 20,000 tons each), 
planned exports will reach 50,000 tons each in 1990. This will produce $100 
million in foreign currency, an increase of 1.5-fold compared to 1985. 


Speciality Food Industry: In 1990, planned exports of dairy products, 
chocolate, candy, and cookies will produce $74 million in foreign currency 
earning, an increase of 1.5-fold over 1985. Red Plum brand monosodium glutamate 
from Shenyang enjoys a good international reputation. During the Seventh 
5-Year Plan, the production scale will gradually reach the 10,000-ton level. 

Le Koufu (2867 0656 4395) is a famous brand produced by the Shangai Coffee 
Factory. Annual exports exceed 2,000 tons, but the supply cannot meet 

foreign demand. Powdered infant formula is another profitable export product. 


Export of food products have a great potential for earning foreign currency. 
All levels of government and management should pay attention to this potential 
and provide sufficient policy and financial support. 


13015/12951 
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AGRICULTURE 


DEVELOPMENT OF RURAL MECHANIZATION CALLED IMPORTANT 
Beijing NONGYE JIXIE [FARM MACHINERY] in Chinese No 7, 18 Jul 86 pp 2-3 


[Article by Wu Shaowen [2976 1421 2429]: "Development of Agricultural 
Mechanization Is an Important Aspect of Transforming Agricultural Production 
Conditions and Relying on Science and Technology"] 


[Text] CPC Central Committee Resolution No 1 for 1986 pointed out the need | 
to implement policies to transform agricultural production conditions and develop 
services and to be concerned with agricultural reliance on science and technology. 
Although the document did not directly or clearly discuss the question of 

agricultural mechanization, I feel that agricultural mechanization is an 

important aspect of transforming the conditions of production and relying on 

science and technology. 


The conditions of production should include two aspects. One aspect is 

objective conditions such as terrain, geomorphology, soil, amount of rainfall, 

climate, ecological environment, and others. The other aspect is man made 

conditions, including our need to focus on ecological equilibrium when 

guiding agricultural production to avoid destruction of this ecological 

equilibrium. This is an artificial condition. Another example is when we 

extend and adopt advanced agricultural techniques, employ advanced production 

measures and undertake mechanization, all of which are artificial conditions. 
Artificial conditions also can be divided into two types. One type is 

biotechnological conditions like seeds, chemicals, fertilizer, new agricultural 
techniques, and so on. The other type is agricultural engineering conditions, 

which include mechanical technologies, meaning agricultural mechanization. 

Agricultural engineering includes agricultural within it. These mechanized 
technologies involve the adoption or application of the conditions and measures 
of modernized agricultural technologies and they cannot be replaced by manual : 
labor or simple tools. An example is shensong [3234 2646--lit: "deep loosen"]. | 
Without the measures for deep ploughing like deep ploughing plows, deep plow 

shovels and so on and without tractors of appropriate power, new advances in 

this technology would be impossible. Oxen and small donkeys cannot do such 

things. Advanced agricultural techniques and technologies, therefore, are 

possible only with the appropriate advanced and modernized means of production. 

This means that transformation of the conditions of production in their artificial 
aspect requires mechanization and that the adoption of biotechnologies also 

requires mechanization guarantees. 
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Central Committee Resolution No 1 calls for transformation of the conditions of 
production. How are they to be transformed? What things should be changed? 
Soil improvement, afforestation, land leveling, and irrigation projects are, 
of course, parts of one aspect. Without transformation of the artificial 
conditions of production, however, there can be no thorough transformation. 
Even if natural conditions are quite good, the results of transformation would 
not be very great. Comment prevalent over the past 2 years suggests that 
“large tractors are out of work and resting while small donkeys are advancing 
rapidly and oxen are returning to the battlefield." Although oxen have 
returned to the battlefield and donkeys are flourishing, a failure to focus 

on transformation of the conditions of production would make it impossible 

for the forces of production to develop, nor would sustained development of 
agricultural production be possible. When implementing the demand for 
“transformation of the conditions of production" in Document No l, we 

also should be concerned with ways to develop mechanization. The demand for 
"reliance on science and technology" also involves ways to implement it so as 
to develop mechanization. Mechanization is, therefore, a real aspect of our 
transformation of the conditions of production and reliance on science and 
technology, and it is moreover a very important part of them. 


The development of mechanization requires us first of all to make good use 

of the more than 4 million tract:ors and large amounts of matching farm equipment 
now found in China. This is a concrete item of work for us in implementing 

the transformation of the conditions of production and reliance on science 

and technology to develop agriculture as proposed in Central Committee 

Document No l. 


As tor the question of mechanization, those who understand and grasp it the 
earliest will be able to deal with it first. Those who do not heed this point 
and transform the conditions of production without considering the problem of 
developing mechnization and who fail to note the enormous role of mechanization 
in development of the forces of production will find themselves "latecomers." 


We should recall the situation during the early period of reforms in economic 
systems in rural areas. The implementation of system of contract responsibility 
in rural areas was a revolutionary reform, and was a key factor in the rapid 
development of agricultural production and sustained growth for a number of 
years. Agricultural mechanization, however, was established on the foundation 
of the three-level system of ownership both in its system of ownership and its 
form of administration. This foundation no longer exists and major changes 
have occurred in the system of ownership and form of administration in 
agricultural mechanization. The Ministry of Agricultural Mechanization at that 
time did not study the need for ways to adapt agricultural mechanization to 
reforms inrural systems and the momentum of mechanization continued. As a 
result, the peasants adopted a method similar to contractual responsibility 

for land for some of this collective property and dispersed machinery and 
equipment. Some farm machinery stations and farm machinery brigades tore 

down their buildings and sold the lumber. From the perspective of overall 
experience, could we not at the time have proposed that collective property, 
water conservancy projects, and large agricultural machinery not be dispersed 
and that townships and villages as units retain them, and then have waited 
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until contractual responsibility for land was completed to transform farm 
machinery stations and large farm machinery into agricultural production service 
organizations to serve peasants who assumed contractual responsibility for land? 
Zhangxinzhuang and Zhangjiawan in Beijing Municipality's Tongxian County 
retained their original farm machinery stations and turned them into farm 
machinery service stations and service teams to provide services to all 
households. If at the time we had maintained this sort of administrative system 
as appropriate on the basis of different conditions and needs, the economic 
results would have been even better than by dispersing farm machinery to 
thousands of households. Now, some of those who have received tractors do not 
have the matching farm equipment while others have received tractors and small 
farm tools that do not match up. They remained unused after being received, 
which is especially true in the low rate of utilization of large and medium 
tractors. The situation now is one in which China has more than 4 million 
tractors of various sizes and less than 3 percent of peasant families have 
achieved mechanization. The 97 percent of households without machinery must 
rely on draft animals or depend on families with machinery to help them. This 
sort of assistance for farm machinery households is passive in nature and also 
creates some economic problems and problems with demand for technology, so 
households without machinery are dissatisfied. 


The current reality is one in which agricutural machinery has been distributed 
to peasant household, leading to problems of a declining amount of field work 
that is done using farm machinery. With the exception of certain items, it 

has not yet been restored to highest historical levels. The factors that 

cause this situation are multifaceted. One is that when household contractual 
responsibility was established, there was no macro level guidance for 
mechanization. The second is that we have not done our work well in 
organizational work to sustain the advantages of mechanization. This is related 
to the reforms in farm machinery organs. Farm machinery management organs have 
not been strengthened over the past 2 years but have instead become weaker. 
Many cadres have been transferred out and the work is not receiving sufficient 
attention. 


Their experience over the past few years has taught the peasants that good land 
management requires mechanized services and that the expenses for machine 
cultivation are worth the money. This demand is relatively universal and 

rather urgent. Tne desire to own farm machinery, however, is not very 

strong or urgent and the peasants have figured this out for themselves. This 
situation indicates that our most urgent task at present is to organize 
machine-owning households to engage in cooperation and association to 

organize the scattered agricultural machinery. The peasants, including those who 
own equipment and those who do not, will be quite happy to accept this solution. 


The rural economy has developed very quickly in the past few years, as 
exemplified in the linear rise in output of grain, cotton, and oil crops. 

The key has been the achievement of output-related household contractual 
responsibility, which motivated the initiative of the peasants. If we take 
note, however, of the inadequate enthusiasm of the peasants in this area, we 
also will note that the state has spent a great deal of money over the past 
several years and peasant collectives have accumulated large amounts of money 
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to create nearly 40 billion yuan of fixed assets in farm machinery. This is the 
material and technological basis for increased output in agriculture. If we 
fail to create a new material and technological foundation, it will be 
impossible to maintain linear increases in agricultural output, and if it 
reaches a certain extent, it also could lead to a situation of stagnation. 

This is to say that the conditions will exist for the peasants' enthusiasm to 
create greater economic results but they themselves will be restricted. 
Sustained agricultural development requires that we enter a new stage of 
development and attain even higher levels of production. This requires the 
creation of renewed material and technological foundations without which 
agriculture will stagnate. This new material and technological foundation 
includes agricultural mechanization. Over the past 2 years, some have said 

that implementation of systems of output-related household contractual 
responsibility has solved China's farm question. This view is incomplete. 
Implementation of systems of output-related household contractual responsibility 
will sustain the enthusiasm of the peasants for a long period but it will not be 
possible for this enthusiasm to produce even greater economic results without 
continual innovation and a stronger material and technological foundation. 


12539/12951 
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AGRICULTURE 


REFORMS IN RURAL S&T EXTENSION SYSTEM REVIEWED 


Beijing NONGCUN GONGZUO TONGXUN [RURAL WORK NEWSLETTER] in Chinese No 10, 5 
Oct 86 p 35 


[Article by the National Agricultural Technology Extension Station under the 
rubric "Rural Science and Technology": "Successful Reforms in the Rural 
Science and Technology Extension System"] 


[Text] In recent years some agricultural technology extension organizations 
in Shanxi and Hebei have obeyed the spirit: of the "CPC Central Committee 
Resolution on Reforming the Science and Technology System," and have 
enthusiastically set up management entities to provide services, thereby 
effectively promoting the expansion of rural science and technology. 


The agricultural technolcgy extention organizations in these two provinces 
initiated their management entities in 1984. Now agricultural technology 
extension organizations at all levels from the province down to the village 
have entered into management activities to different degrees. They act 
according to the principle that "a foothold in extension services will promote 
management, and good manayement will spur further extension services." They 
focus on rural extension assignments to handle improved varieties, nursery 
stock, chemical fertilizer, pesticides, machinery, plastic sheeting, farm 
machine fittings, and other production materials, and some of them also handle 
Sideline products and provide post-production services for farmers. In 1985 
98 of Shanxi's 109 county agricultural technology extension stations (or 
centers) set up management businesses, and these handled 4,198,300 yuan and 
made a net profit of 240,000 yuan. Of the 1,792 township (or town) 
agricultural technology extension organizations already established, 705 have 
launched management businesses, and these have handled 14.66 million yuan and 
made a net profit of 1.08 million yuan. In Hebei, 94 of the 154 county 
agricultural technology extension stations (or centers) have set up management 
activities, and these have handled 9.40 million yuan and made a net profit of 
450,000 yuan. All of the 3,107 township (or town) agricultural technology 
extension comprehensive service stations (or companies) in Hebei have entered 
into management activities, and in the entire year these handled a total of 
126,860,000 yuan and made a profit of 6,608,000 yuan. Although the management 
entities established by agricultural technology extension organizations in 
Shanxi and Hebei have not been in existence long and have handled a limited 
amount of money, they have demonstrated positive effects and obvious benefits. 
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I. Agricultural technology extension organizations have augmented economic 
strengths and improved conditions for extension work. By getting into 
management activities, the Nanliu Township Agricultural Technology 
Comprehensive Service Center in Wuji County Hebei has expanded tremendously 
from the single room and 54 gunnysacks with which it started. Now it has an 
office, a storeroom, a laboratory, a classroom, and a reading room in a 
building measuring 1,780 square meters, as well as 120 pieces of assorted 
machinery and instruments and an 8-m testing and demonstration base. It has 
160,000 yuan in fixed assets and 30,000 yuan in circulating assets, and the 
technical staff has grown from 3 to 17 workers. The Nanliu center has done a 
good job of promoting development in the agricultural technology extension 
business, and it has changed the circumstances under which farm technology 
extension personnel labored in the past, when they "had no table on which to 
work, no shelter in which to sleep, no pot from which to eat, no funding for 
their work, and backward technological extension me * 


II. Agricultural technology extension organizations have expanded the scope 
of services and resolved farmers production problems. After the rural 
production system was changed each family and each household became a single 
production management unit. Farmers not only needed technological guidance, 
they also needed corresponding production materials. When agricultural 
technology extension organizations set up management entities, they instituted 
technical production guidance, and at the same time they undertook a 
coordinated series of services to supply pre-production information and 
production materials and handle post-production sales promotion. This 
resolved everyone's fears of trouble lurking behind. The farmers in Duancun 
Town in Jiaochen County Shanxi were very enthusiastic about growing sunflowers 
and castor oil plants, but they did not know what varieties were suitable and 
they were worried that they would not be able to sell the crops after they 
produced them. The Duancun Town Agricultural Technology Extension Service 
Station imported improved varieties and at harvest time also helped the 
farmers market 24,000 jin of sunflower seeds and 52,000 jin of castor beans. 
It both expanded production and increased farmer income, and thus was welcomed 
by the farmers. 


III. Agricultural technology extension organizations have stabilized and 
expanded the agricultural technology extension contingent. By initiating 
management activities, the Machang Township Agricultural Technology Extension 
Comprehensive Service Station in Qing County Hebei produced an annual net 
profit of over 30,000 yuan. In addition to making the station self- 
supporting, increasing the technical staff from 1 to 5 workers, and raising 
the monthly salary for technical personnel to 80 yuan, the Machang station 
used part of its profits to pay for establishing farm technology service 
organizations in all 13 villages in the township, developed 68 scientific and 
technological demonstration households, and promoted the development of 
agricultural technology extension businesses throughout the township. 


IV. Agricultural technology extension organizations have accelerated the 
extension work and improved the quality of services. When agricultural 
technolugy extension organizations establish management entities and integrate 
technology closely with goods and materials, they "both write the prescription 
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and dispense the medicine." The disjointedness that has, long existed between 
technical extension work and the supply of goods and materials has been brough 
under control. This helps to put technology into effect, and it particularly 
helps in the dissemination and application of new technology and new 
achievements. Simultaneously, it helps us make the best use of increased 
production and increased receipts of limited agricultural goods and materials. 


The establishment of management entities by certain local agricultural 
technology extension organizations in Shanxi and Hebei has been relatively 
effective. Their experience teaches us two things: 


First, leadership support is the most important factor in running 

entities successfully. The establishment of management entities by 
agricultural technology extension organizations is a reform that requires 
leadership attention and support. In order to resolve the lack of operating 
funds for agricultural technology extension organizations, Shanxi once set 
aside 10.8 million yuan for a circulating fund, and Hebei annually allocates 
1.2 million yuan to support agricultural technology extension organizations 
as they undertake management activities. 


Second, the aim is service, and we must rely on reputation to bring about 
development. Agricultural technology extension organizations must adopt a 
proper management ideology in their managment work, seek people's trust 
through high quality and low compensation, and rely on reputation to bring 
about development. Management profits are generally about 2 percent, and at 
most no more than 5 percent. The management pattern is to work for small 
profits but quick returns, break up the whole to sell the parts, deliver goods 
to the door, and guarantee quality. Matai Township Agricultural Technology 
Comprehensive Service Station in Wuyi County Hebei once imported over 500 jin 
of seed and later discovered that the germination ratio was only 50 to 60 
percent. It immediately halted sales and recalled all the seed, preferring to 
absorb the loss itself rather than damage people's profits. Because of this 
the masses refer to it as the "convenient, friendly station." As for farming 
today, people say: "We do not have to leave the village to buy production 
materials, we are not duped about the real value of goods, no mistakes are 
made in teaching or in meetings, and there are no delays in getting supplies 
at the right moment." 
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AGRICULTURE 


FURTHER DEVELOPMENT IN ANIMAL HUSBANDRY URGED 
Beijing RENMIN RIBAO in Chinese 13 Nov 86 p 5 


[Article by Wu Jihai [0702 0679 3189}: "Develop the Livestock Industry and 
Increase Production of Meat, Eggs, and Milk") 


(Text) Animal husbandry is an important agricultural component: the ratio of 
livestock industry output value to a nation's gross agricultural output value 
reflects the quality of the agricultural economy. A national economy with no 
livestock industry is a lame, unbalanced economy. 


As to the state of animal husbandry development in China, figured based on 
fixed 1980 prices the livestock industry comprised the following percentages 
of the gross agricultural output value in the years indicated, 15.5 percent in 
1982, 14.7 percent in 1983, and 14.2 percent in 1984. The trend that appears 
is a declining trend. Although the absolute value of livestock industry 
output increased at the rate of several hundred million yuan per year, in the 
final analysis growth in this sector lagged behind the pace of overail 
agricultural development. 


The major reasons for the lag in livestock industry production are as follows: 


1. There are too few livestock veterinarians, and the level of technology at 
their disposal is too low. The results of a survey conducted at the end of 
1984 reveal that Chira has 108 million head of draft animals, 150 million head 
of sheep, and 306 million swine, yet only 400,000 people are engaged in 
livestock veterinary medicine. This means each veterinarian is responsible 
for preventing epidemics and eradicating disease among over 1,000 animals, not 
counting innumerable flocks of chickens. This contingent of livestock 
veterinarians itself is low in quality and has a low level of technology at 
its disposal. Only 14 percent of the technical personnel are college or 
technical secondary school graduates. Because the work environment and 
medical facilities leave a lot to be desired, some college graduates are 
uneasy working at the grass-roots level, and some veterinary specialists also 
change professions. There are very few people actually doing livestock 
veterinary work. Because grass~roots veterinary medicine is low-quality and 
equipment is substandard, China currently has a low epidemic-prevention 
density--the epidemic-prevention ratio is less than 30 percent. 
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2. There is little variety in livestock products. Large livestock in Mina 
are primarily used as draft animals, and very few are used to produce milk or 
meat. Poultry meat and egg production ratios are also low, as are growth 
rates. The major reason for this is that our livestock breeds are aging. In 
China the average meat yield per head of swine is only 21 kg or so, whereas in 
the United States it is 107 kg. 


3. Husbandry management is at a low level. 


4. We do not sufficiently appreciate the importance of animal husbandry. 
Society does not understand the significance of livestock veterinary medicine. 
People think that stock farming is just raising horses, cattle, and sheep, and 
that veterinary medicine is just treating the diseases of domestic animals and 
poultry. They do not realize the intimate connection between animal husbandry 
and people's lives. 


Right now China's average of 12.5 kg of meat, 3 kg of eggs, and 1.6 kg of milk 
per capita per year fall far below the world average of 32 kg of meat, 6.2 kg 
of eggs, and 106 kg of milk. There is an even greater disparity between China 
and nations in which the livestock industry is well developed. In Denmark 
there is an average of 1,155 kg of milk, 15 kg of eggs, 19 kg of chicken, 205 
kg of pork, and 52 kg of beef per capita. 


About one-fourth of the seed of ordinary crops can be directly used by people, 
and three-fourths cannot be so used. We must rely on horses, cattle, sheep, 
and other livestock to convert. fodder into food products that can be used by 
man. Some 78.8 percent of the nutritious matter in cattle and 80.9 percent in 
sheep comes from eating grass. Animals provide people with meat, eggs, milk, 
leuther, and fur, and this function cannot be replaced by any other economic 
sector. 


A substantial portion of light industrial products depend upon livestock and 
poultry for their primary raw materials. Livestock products can both enrich 


the marketplace and be exchanged for a large quantity of foreign exchange and 
imported goods and materials on behalf of the nation. 


The livestock industry can provide a large quantity of labor power and high- 
quality manure for agricultural production. The geographical situation in 
China dictates that some regions must still rely on draft animals to provide 
people with motive power. One head of cattle can produce 10,000 kg of manure 
per year, approximately equivalent to producing nearly 100 kg of nitrogen, 
phosphorus, and potassium. Each horse, donkey, and mile can produce 4,700 kg 
of manure per year, approximateiy equivalent to producing 64 kg of nitrogen, 
phosphorus, and potassium. Of the 60 plus elements that are necessary to grow 
agricultural crops, the 15 most important ones can be obtained from livestock 
manure. 


During the Seventh 5-Year Plan we must develop the livestock industry, ard I 
suggest that we should begin with the following issues: 


1) The key to developing the livestock industry is to accelerate training of 
livestock veterinarians. We must tap the potential in agricultural colleges 
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and scientific research units. In addition to fulfilling the state-planned 
enrollment quotas, agricultural colleges should also offer rotation training 
and correspondence courses to train people to work at the grass roots. We 
should reform the enrollment system and adopt directive enrollment and 
assignment methods to resolve the shortage of technical personnel and settle 
the problem of weak technical capacity in grass-roots units. Scientific 
research units should also adopt various methods to pass on new techniques and 
new knowledge to the grass roots, and they should organize a certain force to 
survey what problems exist in each region, disseminate new technology, rapidly 
transform scientific research achievements into productive forces, and make 
scientific research achievements practical. We must systematize livestock 
production management, and we must change working conditions and improve 
living conditions for grass-roots livestock vet -rinary workers in order to 
ensure long term stability for technical personnel. 


2) We must methodically improve livestock and poultry breeds and gradually 
eliminate inferior varieties. Each region should raise various breeds of 
livestock and poultry suited to its own characteristics. We must change our 
exclusive concern with quantity over quality. 


3) We must concentrate on feed production. In feed production we must 
rigorously adhere to compound feed standards, standardize feed production, and 
increase the grain utilization ratio. Based on regional circumstances, we 
must arrange for rational distribution, establish feed processing plants, 
ensure that feed is processed and used on the spot, prevent gluts and 
overstocks, and simultaneously lower costs. 


4) We must intensify grassland construction in pastoral regions. We must 
methcdically and gradually expand the growing area on man-made grass farms, 
increase silage, and improve fodder grass availability during the slack 
season. 


5) We must augment livestock epidemic prevention work and keep epidemic losses 
to an absolute minimm. 
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AGRICULTURE 


SPECIFIC GENE SITES IN WHEAT CHROMOSOMES FOUND 
Beijing YICHUAN [HEREDITAS] in Chinese No 2, Mar 86 pp 13-14 


[Article by Liu Binghua [0491 4426 5478], Deng Jingyang [6772 2529 2254] and 
Yang Li [2799 7787], Crop Breeding and Cultivation Institute, Chinese Academy 
of Agricultural Sciences, Beijing: "Chromosome Site of Dominant Male-sterile 
Simple Gene Tal in Common Wheat"] 


[Text] The dominant male-sterile simple gene Tal in common wheat that has 
been discovered in China, namely, in Taiguhe sterile wheat, has unfilled 
glumes that open to a wide angie during flowering and pisti) stigma that open 
outward for ease in receiving pollen. These are traits of major value for the 
breeding of wheat varieties and for study of genetics. We selected as 
recurrent male parents tetraploid duram wheat containing AABB karyosis, which 
was hybridi«xed with Taiguhe male-sterile wheat and backcrossed. Examination of 
the fertility of the progeny of the backcross and examination of the make-up 
of the chromosomes shows that in Taiguhe male sterile wheat, the dominant 
male-sterile simple gene Tai is located in a certain chromosome in the D 
group. . This research used results in locating the Tal gene in a certain 
chromosome group plus derived data to find the precise location of the Tal 
gene in the 4D chromosome. 


Data anc Method 


From the progeny that resulted from the backcrossing of tetraploid duram wheat 
(recurrent male line) with Taiguhe male-sterile wheat, some male-sterile 
plants in which some chromosomes were made up of 14" (AABB) + 1" (D) were 
obtained. The structure, size «and arm ratio during meiosis of the sole 
monovalent chromosome of the infercile plants with the aforestated chromosome 
make-up were observed and measured, and the D group double string system 
(provided by the Academy of Science unit for aneuploid problems in wheat) was 
allowed to pollinate the infertile plant. Fertility and composition of each 
String hybrid progeny were checked. 


Cytological observation consisted of taking a young panicle with a pulvinus 
distance (the distance between the pulvinus of inverted leaf 1 and inverted 
leaf 2) of between 5 and 7 centimeters and a length of between 4 and 6 
centimeters and placing it in Kanuoshi [phonetic and possibly Carnot's] 
solution (95 percent methanol: glacial acetic acid = 3:1) for 24 hours, then 
placing it in 70 percent methanol and storing it in a refrigerator. After 
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dyeing with an acetic acid magenta dye, the young panicle was formed into a 
pellet and meiotic division in the pollen mother cell was observed. For 
fertility survey standards, please s¢e, "Chromosome Group Location of Dominant 
Male-sterile Simple Genes in Wheat." 


Results and Analysis 
(1) Testing of Strings 


Since the dominant male-sterile simple gene Tal in Taiguhe common wheat is 
located in a certain chromoscme of the D group, we used plants from which 14" 
(AABB) + 1'(D) had been obtained from chromosome sites to design a new method 
for locating the TA1 gene in a chromosome. This was the testing of strings. 
Since the Tal gene is located in the sole monovalent chromosome of the 14" + 
1" male-sterile plant, the double string chromosomes of the D group (Plate 
I,2) system were allowed to hybridize with the 14" + 1' male-sterile plants. 
Examination of fertility and of the chromosome make-up of the F, generation 
showed it was possible to determine the location in the chromosome of the Tal 
gene. If the chromosomes in an F, generation male-sterile plant are made up of 
14 bivalent chromosomes, plus 1 allotypic bivalent chromosome and 6 monovalent 
shromosomes, this demonstrates that the Tal gene is in the associated string 
ehromosome (Figure 1). If the chromosomes in the F. generation are made up of 
15 bivalent chromosomes, plus 1 string of monovalent chromosomes and 5 
ordinary monovalent chromosomes, this shows that the Tal gene is not in the 
associated string chromosome. 


Figure 1. Double String In Which Tai Is In a Chromosome 


Male-sterile Plant 
14" + 1% x 20" + t" 


Sterile Piants Some Fertile Plants 
14" + 1t" + 6° 149 + 69 + t! 
Figure 2. Double String In Which Tal Is Not ln a Chromosome 


Male-sterile Plant 
14" + 1" x 20" . t" 


Sterile Plants Some Fertile Plants 
15" + 5° + t’ 14" + 6' + t' 


Liu Binghua et al.: Chromosome Location of a Dominant Male-sterile Simple Gene 
Tai in Common Wheat 


(Figure 2) 
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We allowed 1DL, 2DS, 3DL, 4DL, SDL, 6DL, 6DS, 7DL and 7DS double string 
chromosomes to cross with the male-sterile plants containing 14" + 1', and 
then we examined the chromosome make-up a of the F, generation male-sterile 
plants and of the non-sterile plants. Results showed that during meiosis mid- 
Stage I in F, generation plants having 1DL, 2DS, 3DL, 5DL, 6DL, 6DS, 7DL and 
7DS double string chromosomes, there were were 14 bivalent chromosomes plus 5 
regular monovalent chromosomes and 1 string monovalent chromosome (Figure 1). 
This shows that D group monovalent chromosomes carrying the Tal gene did not 
pair with the aforestated string; thus the Tai gene was not in the chromosomes 
of this string. During mid-stage I in the meiosis of the F. generation, male- 
sterile plants resulting from the crossing of 14" + 1' male-sterile plants 
with 4 DL double string chromosome plants showed 14 bivalent chromosomes plus 
1 allotypic bivalent chromosome and 6 monovalent chromosomes (Figure 2, Plate 
I,3). In addition, during the late stage of meiosis, 6 backward monovalent 
chromosomes and strings that had separated to a single pole (Plate I,4) 
appeared, showing that that the D-group monovalent chromosome carrying the 
dominant male-sterile gene Tai had paired with the 4D long arm string to 


produce allotypic chromosomes, thus explaining the presence of the Tal gene in 
the 4D chromosome. 


(2) Observation of the Shape, Size and arm ratio of the Chromosome Carrying 
the Tail Gene. 


Since the Tai gene is located in the monovalent chromosome of the 14" + 1' 
male-sterile plant, use of the 14" + 1' male-sterile plant should permit 
direct observation during meiosis of the shape, the size and the arm ratio of 
the chromosomes carrying the Tail gene. Results of th.s observation showed the 
shapes and sizes of the monovalent chromosomes carrying the Tal gene to be 
extraordinarily similar to the monovalent chromosomes having the 4D. (Plate 
1,5). Testing during the late stage of meiosis showed the arm ratio in the 
chromosome carrying the Tal gene to be 1.83 (Plate 1,6, while Sears tests 
showed a 1.8 arm ratio in the 4D chromosome. Results from the observation of 


chromosome shape, size and arm ratio were synonomous with those from string 
tests. 


Discussion 


Sears determined that chromosomes 4A and 4B carried genes controlling male 
fertility, and our locating the dominant male-sterile simple gene Tal in male- 
sterile Taiguhe common wheat in the 4D chromosome shows a gene site in the 4D 
chromosome that is potentially related to male fertility. 


In Taiguhe male sterile wheat, the dominant male-sterile gene Tai is located 
in the 4D chromosome, while the blue grain [sic] gene in long meadow grass 
[Arrhenatherum] (in which current generatign dominance lends itself to use as 
a marker) is located in the 4E chromosome. The chromosomes that carry the two 
of them have an isogenetic relationship that permits the application of 
chromosome engineering methods, i.e., the technique of inducing some of the 
isogenetic chromosores to form a chain of Tail genes and blue grain genes. Once 
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the two have been firmly linked in a chain, the male-sterile and the fertile 
can separate during the seed stage. This is of major significance in making 
use of heteroses, in selective breeding and in basic theoretical research. 
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AGRICULTURE 


COMPUTER-AIDED DESIGN OF FUJIAN FOREST CULTURE 
Dalian LINYE KEXUE [SCIENTIA SILVAE SINICAE] in Chinese No 4, Nov 86 p 346 


[English abstract of article by Yu Xintuo [0205 2450 1185] and Lin Sizu [2651 
1835 437], Fujian College of Forestry] 


[Text] A computer-aided design of forest culture is developed in form of a 
microcomputer-aided, Basic program to simulate the design of forest culture 
for five main timber species in the north of Fujian Province. The program 
includes capability for simulation of growth, intermediate cuttings and 
yield, for selection of the proper species and density for a planting site, 
and for determination of the degree of silvicultural measures and evaluation 
of site quality. A main program and five subprograms are produced for 
Apple-II computer by the authors. After inputting the data such as site fac- 
tors and degree of silvicultural measures, the computer can conduct calcula- 
tions through the mathematics models offered by the authors as well and prints 
a table of forest culture design. It is expected that the computer design is 
capable of replacing persons to work for silvicultural alternatives. 
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AGRICULTURE 


CALL FOR INCREASED AGRICULTURAL INVESTMENT 


Harbin NONGCUN FAZHAN YANJIU [STUDIES ON RURAL DEVELOPMENT] in Chinese No 5, 
1986 pp 25-28 


[Article by Xu Mu [6079 3668], of the Harbin Municipal CPC Committee Rural 
Work Commission and the Harbin Rural Economic Committee: "Intensify 
Agricultural Cevelopment and Increase Agricultural Investment"} 


(Text} In the "1986 Rural Work Plan" the CPC Central Committee and the State 
Council clearly pointed out that "Developing the national economy on an 
agricultural foundation not only reflects economic laws, it also reflects 
natural laws. We must resolutely make this a long-term strategic 
policy....Beginning with the Seventh 5-Year Plan the state will suitably 
increase agricultural capital construction investments and operating 


expenses." 


We must review recent economic construction practices in Heilongjiang in the 
spirit of this document. This is not only imperative for continued 
agricultural development in Heilongjiang, it also has the utmost strategic 
significance for overall macroeconomic policy decisions throughout the 
province and for national resource development and restoration. 


I. Agricultural investment has been consistently declining in Heilongjiang in 
recent years, as can be seen in the following table: 


Table 1. Heilongjiang Agricultural Investments 1980-1985 


Year Total Agricultural Percent of total investment 
investment investment devoted to agriculture 
(million yuan) (million yuan) 

1980 2,829.8 532 18.8 

1981 2,600 390 15.0 

1982 2,945 268 9.1 

1983 3,472 184 5.3 

1984 3,830 260 6.9 

1985 4,794 132 2.75 
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Of course, agriculture is different from the people-owned industry and mining, 
which depend entirely on state investment. Agricultural investmerit relies on 
state, collective, and individual investment, all three, and the latter two 
are the most important. However, when we have successive declines in the 
state's agricultural investment ratio, it is an entirely different matter. 
Comprehensive, strategic developmental construction projects are just not 
something that collectives and individuals can undertake. In any case, 
Heilongjiang peasants are not financially soverit: although we have more or 
less resolved subsistence problems in recent years, in 1985 each member of the 
farming population still owed the state an average of nearly 100 yuan. It is 
temporarily difficuit for them tc invest in any relatively long-term 
construction. Moreover, township and town industry still has no solid 
foundation in Heilongjiang and at this time cannot raise any more money to 
undertake agricultural capital construction. Under these circumstances, state 
investment plays a role and holds a position in agricultural modernization in 
Heilong*iang that cannot be matched or replaced by any collective or 
individual investments. 








II. Developing agriculture and processing industries that use agricultural 
raw materials in Heilongjiang both offers exceptional financial advantages and 
is characterized by small investments and rapid results. It is a major means 
of accumulating construction funds and vitalizing the national economy. 


A. We have natural resource advantages for developing agricultural 
production. Heilongjiang has a high proportion of farmland, a large area of 
cultivated land, high soil fertility in most regions, and relatively well 
coordinated rainfall and warm temperatures. In addition to this, from the 
economic angle it is characteristic in this province to reap high benefits 
with few inputs. For example, in 1983 the average per-m profit from wheat, 
paddy, soybeans, and corn in Heilongjiang was 2.3 times higher than the 
national average, while the average per-m material cost was 28.4 percent 
lower and labor consumption was 57.7 percent lower than the national average. 
These figures demonstrate that Heilongjiang can achieve results much higher 
than the national average with fairly low inputs. Another aspect of our 
natural resource advantages is manifested in what we can convert into product 
advantages. For example, products manufactured from soybeans, grain, flax, 
beets, potatoes, and milk are all hot Heilongjiang exports, and for many of 
them, including soybeans, we have long been famous and hold a singular 
predominant position in the international market. 


B. We have abundant resources for developing the breeding industry. This is 
primarily reflected in average per capita grain holdings generally measuring 
900 to 1,000 jin and a commodity grain ratio of about 40 percent: this gives 
us a concentrated feed basis for expanding animal husbandry. In addition, 
Heilongjiang has approximately 60 million mu of grasslands that produce as 
much as 10 billion jin of forage grass annually--another natural resource 
important for developing grazing livestock. Very few of the provinces and 
autonomous regions in China have both vast grasslands and a rich grain base. 


C. Mountainous regions occupy over half of the area in Heilongjiang. Besides 


forest resources, the province is also teeming with many unique mountain and 
wilderness products, and these provide ample raw materials for the food 
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industry. In addition, the grain, scybean, sugar crop, and livestock 
industries also provide a vast, rich material foundation for the food 
industry. The food industry is characterized by small investments, rapid 
financial returns, and high profits. The following figures were calculated 
based on 1983 data provided by the Heilongjiang Economic Information Research 
Center: 


In terms of energy consumption per 100 yuan of output value, the food industry 
accounts for only 24 percent of all industrial energy consumption, and in 
terms of machine consumption and depreciation per 100 yuan of output value, 
the food industry accounts only 17.4 percent of all industrial consumption and 
depreciation. Between 1953 and 1983 Heilongjiang invested a total of 27.07 
billion yuan in fixed assets, and during that same time period industrial 
output value increased 26.1 billion yuan: an average of 0.96 yuan in output 
value was realized for each yuan of fixed asset investment. By contrast, in 
the food industry the fixed asset investment for the same time frame totalled 
980 million yuan, while output value rose 3.29 billion yuan: an average of 
3.36 yuan in output value was realized for each yuan of fixed asset 
investment. This is 3.5 times the fixed asset investment ratio for industry 
as a whole. 


If we analyze the above circumstances we can see that eccelerating multilevel 
exploitation of agricultural resources is the major way in which we can make 


the best use of our advantages and develop the Heilongjiang economy. 


III. However, the situation under which agriculture has developed in 
Heilongjiang has been one of essentially predatory operations. There have 
already been many reports and discussions of this subject, and we will just 
mention a few points in a brief overview. 


A. Forested area has been sharply reduced and forest reserves have plummeted. 
Right now, of the 40 forestry bureaus in the Heilongjiang Forest Industries 
System, 8 have essentially no forest left to cut, 22 can hold on for 
approximately 12 more years, and only 10 can hope to be maintained and used 
indefinitely--provided that cutting is based on reasonable quotas. If we 
further intensify cutting, then in 10 years or so the Forest Industries System 
will have no choice but to discontinue large-scale lumber production. 


B. Soil fertility has declined and water and soil erosion are expanding day 
by day. The organic matter in soil on cultivated land is declining at an 
average rate of 0.05 to 0.1 percent. There is water and soil erosion on 75 
million mu of land, including 60 million m of cultivated land, or 
approximately 40 percent of the total land area under actual cultivation. The 
water and soil erosion modulus in severely affected regions is 7,000 
tons/[{km](2), which is nearly as great as in the Longzhong region of the Loess 
Plateau. 


C. Degeneration, desertification, and alkalization has occurred on 20 million 
mu of the western grasslands, or about 55 percent of the grassland area. The 
average per mu output of dried grass has dropped from 300 jin in the 1950's to 
around 100 jin today. 
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D. For a long time Heilongjiang has consistently in'ested far less than the 
national average in agriculture. From 1953 to 1978 Heilongjiang invested a 
cumulative total of 15 yuan per mu in water conservancy, which is only 54 
percent as high as the average investment nationwide. From 1980 fo 1983 
Heilongjiang invested a cumulative total of 1,374 million yuan in agriculture. 
When averaged over all provincial land now used for agriculture, forestry, and 
stock farming, this comes to a cumulative 4-year total of 2.4 yuan per m and 
an average expenditure of 0.6 yuan per mu. In 1980 an average of 0.07 
horsepower of machine power, 11 kwh of electricity, and 5.3 jin of pure 
chemical fertilizer were consumed per mu of cultivated land in Heilongjiang, 
amounting to 54 percent, 51 percent, and 31 percent, respectively, of the 
national averages for these items, In 1980 nonfunctional inputs in 
Heilongjiang averaged only 9.1 x 10(9) joules per hectare of cultivated land, 
and this is the major reason why our farmland produces low, unstable unit and 
gross yields and has long had little capacity to resist natural disasters. 


The factors mentioned above all fall within the category of "accounts due": 
if we continue to postpone payment and do not resolve them, our weakening 
territorial resource advantages will rapidly be destroyed. Not only will it 
be impossible to achieve agricultural growth, balanced growth in industry and 
in the overall national economy will also be seriously impeded and the 
ecological and environmental deterioration that follows will be difficult to 


repair. 


IV. The "CPC Central Committee Resolution On Certain Questions of 
Agricultural Development," which was passed by the 4th Plenum of the 11th CPC 
Central Committee, indicated that in the next 3 to 5 years national investment 
in agriculture will gradually be increased to about 18 percent of the budget 
for overall construction, and that local fiscal revenues should be used 
primarily for agriculture and industry dependent on agriculture. In this 
spirit, I suggest that Heilongjiang should gradually increase agricultural 
investment to at least 18 percent of total investment. This ratio is slightly 
lower than the 20 percent level maintained by the Soviet Union during its 
Seventh 5-Year Plan from 1961 to 1965, and it is also one that Heilongjiang 
has historically met and exceeded many years in succesion. Right now 
Heilongjiang should not allow agricultural investment to fall below this 
level. 


The direction of national agricultural investment is determined through a 
proper agricultural development strategy. Hereafter, agricultural development 
in Heilongjiang should turn completely away from the idea of plundering 
nature. Our focus should be on recuperating and gradually building up a 
favorable cycle within the agroecological system, and then achieving the goal 
of coordinated development suited to the population, resources, and 
environment of the entire province. Proceeding from this premise, the 
directions and emphases of agricultural investment in Heilongjiang should be 
as follows: 


A. Forestry Construction Investment 


The forestry crisis facing us affects not only Heilongjiang, it also affects 
all of North China, encompassing half of our national territory. The key to 











this problem is to plant forests, and above all to control the quantity of 
cutting in the Forest Industries System so that it truly stays below the 
growth level. There are miltifarious reasons why this measure is difficult to 
achieve, but the decisive reason is that we are short of financial resources. 
Consequently, we should use the increase in agricultural investment, perhaps 
no less than one-third of it, for forestry construction, and we should 
coordinate this with reducing forest cutting, developing a diversified economy 
and multipurpose utilization, reforming the system of organization, 
management, and other measures. We must strive to bring an 
end to the crisis within a few years and gradually switch to an effort to 
"preserve the green hills forever and make use of them indefinitely." 


B. Water Conservancy Investment 


Heilongjiang has an extremely low level of hydroenergy exploitation and 
utilization (equal to only 1.2 percent of our hydroenergy reserves, which is 
far lower then the national average). Likewise, the proportion of surface 
water reserves that we actually use is far less than is used in the Huai He, 
Huang He, and Liao He river basins. This is the primary reason for the 
frequency of floods and droughts and the low, unstable unit yields in 
Heilongjiang. Consequently, increasing our investment in water conservancy 
construction and improving our capacity to transport and store water resources 
will play an important role not only in alleviating flood and drought danger, 
safeguarding lives, and promoting the development of agricultural production, 
it will also have major significance for improving the ecological environment 
all over the province. 


C. Subsidies for Improving Grasslands and Sowing Superior Leguminous Forage 
Grasses on Arable Land 


Grassland degeneration is severe in Heilongjiang. We must make improvements 
and set aside special funds for investment in grasslarxi capital construction. 
In addition, farming in Heilongjiang includes few soil-amending crops, but 
many soil-depleting crops; soil amendment and soil depletion are not in 
balance. We should provide a certain economic subsidy to arouse worker 
enthusiasm for planting leguminous forage crops. If we carry out these two 
biological measures, we can not only ensure that soil fertility in 
Heilongjiang is restored fairly quickly and water and soil erosion is brought 
under control, we can also provide a sure source of fodder for developing the 


livestock industry. 


V. If we wish to achieve this strategic policy to increase agricultural 
investment, we must first of all improve our ideological understanding. Right 
now our major ideological barrier is that we believe agriculture provides few 
tax benefits, represents a small proportion of the gross value of social 
output, and is economically unprofitable for further investment. Although this 
perception is actually correct as far as short-term economic benefits are 
concerned, we reach an entirely different conclusion when we consider 
ecological and social benefits. In the forestry crisis facing us, if we do 
not adopt national support measures to nurture and plant forests, in 10 years 
or so the blowing sand of Siberia and Mongolia will blast right into our 
province. Handling the situation at that time will not only require an even 
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greater financial investment, it will alsc be vastly more difficult to 
accomplish. At the same time, we must realize that this perception is also 
noncomprehensive: 1) Many industries use agricultural products as raw 
materials, and agricultural development will provide a stable source of raw 
materials for these industries. In 1983 70 percent of the light industry 
output value arose from agricultural raw materials. These industries cannot 
expand unless agriculture develops. As far as the total value of retail 
commodity sales is concerned, industrial goods will have no broad or stable 
market unless there is brisk rural development. Although the proportion of 
the gross value of agricultural ard industrial output rrovided by agriculture 
has declined from 70 percent in 1949 to 33.9 percent in 1983, the proportion 
of the total value of retail commodity sales provided by rural areas has 
increased from 54.6 percent to 58.6 percent. From another angle, this 
demonstrates that only if we enhance agricultural development and construction 
can there be a stable foundation and reliable guarantee of development in 
industry and other endeavors. Farm and sideline products are the major 
material basis for foreign exchange earnings on exports, and this is 
particularly crucual to Heilongjiang. In 1983 our foreign trade exports 
consisted of 20.5 percent agricultural and sideline products, 17.9 percent 
light industrial goods, and 61.6 percent heavy industrial products (54.5 
percent of which was composed of petroleum). Light industry dependent on 
agricultural raw materials represents roughly 75 percent of the gross value of 
light industrial output in Heilongjiang. Consequently, in a general way it is 
probably correct to say that 75 percent of our light industrial export 
products also depend on agricultural raw materials. Thus, farm and sideline 
products and light industrial products dependent on agricultural raw materials 
constitute roughly 33.9 percent of all our exports. If we also consider that 
petroleum overwhelmingly dominates heavy industrial exports (comprising 88.5 
percent of all heavy industrial export products), it is very easy for us to 
come to the following conclusion: Except for petroleum, Heilongjiang still 
has no extensive heavy industrial preducts that dominate or are in great 
demand on the interrational market. Therefore, it is even more crucial that 
we intensify our ef -orts to open up the international market to agricultural 
products. And in any case, Heilongjiang has long supplied agricultural 
products that are famous on the international market (such as soybeans, flax, 
and mountain wilderness products). If only we devote all our attention to 
operations, we can surely earn a large amount of foreign exchange. 
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AGRICULTURE 


HEILONGJIANG UNIT GRAIN YIELDS ANALYZED, PROJECTED 


Harbin NONGCUN FAZHAN YAIUJ“U [STUDIES ON RURAL DEVELOPMENT] in Chinese No 5, 
1986 pp 39-40, 43 


{Article by Liu Guoxu [0491 0948 0521] and Fang Xiangzhong [2075 4382 1813], 
Mudanjiang City Agriculture Committee and Northeast Agricultural College: "An 
Analysis and Forecast of Unit Grain Yields in Heilongjiang") 


(Text) This article is based on general survey and satellite photograph data 
on cultivated Heilongjiang land area. It employs the incremental production 
factor analysis technique to study the grain preduction growth rate in 
Heilongjiang, and it projects the gross grain output targets achievable by the 
years 1990 and 2000. 


To project the gross grain output targets achievable by the years 1990 and 
2000, we must first look squarely at two historical facts of grain production 
in Heilongjiang. The first is that we have been relatively unsuccessful at 
withstanding natural disasters. Heilongjiang recorded extraordinary bumper 
harvests in 1935, 1952, 1955, 1967, 1975, and 1984, during which favorable 
Climatic conditions were able to meet crop requirements completely and we made 
good use of various artificial factors to increase yields. These years were 
ae comparable to each other. If we designate these exceptional bumper 

harvest years as the standard, the unit yield in each standard year reflects 
the productivity of cultivated land at that time. For each stage spanninc 
several years and beginning with a standard year, the average unit yield 
demonstrates the average level of production prevailing during that stage. 
The difference between the average unit yield for a particular stage and 
productivity during that stage reflects the effect of natural disasters. This 
ratio is called the intrastage stable output ratio, and it indicates the 
average level of -esistance to natural disasters during that stage. We have 
used this to analyze the 32-year history of grain production in Heilongjiang 
from 1952 to 1984. The average annual increase in the productivity of 
cultivated land in Heilongjiang has been only 0.71 percent (based on an 
analysis of satellite photo data), representing a rise of 1.4 jin per year in 
unit yield. Excluding only the most recent stage, from 1975 to 1984--when 
unit yields rose quite rapidly due to the implementation of the production 
responsibility system and the application of more chemical fertilizer--if we 
look at the data stage by stage the intrastage stable output ratio essentially 
rose very gradually over several stages. In the stage from 1955 to 1967 the 
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intrastage stable output ratio was very low, measuring only 78 percent, 
because the stage was marked by excessive rainfall and severe flooding. The 
two succeeding stages each registered a stable output ratio of 84 percent. In 
1985 gross output measured 28 billion jin, and the stable output ratio for 
1985 compared with 1984 was 80 percent. The change in stable output ratios 
over the above few stages demonstrates that it is relatively difficult to 
improve this retio. The second historical fact we must face is that unit 
grain yields increase slowly. Between 1952 and 1984 the unit grain yield in 
Heilongjiang increased at an average annual rate of 0.71 percent according to 
satellite photo data, 1.07 percent based on rough survey data, and 1.80 
percent based on statistical data (which included factors dependent on 
"assistance fields"). In view of the fact of slow growth in unit grain yields 
in Heilongjiang, and considering agricultural techniques and methods we may 
adopt in the future, we propose two kimis of planning targets: the first is 
the uphill figure and the second is the assured figure. 


The uphill plan is as follows: Between 1985 «nd 1990 the productivity of 
cultivated land will increase at a rate of 2 percent per year, unit yield will 
grow by i average of 4.7 jin per year, and gross output will rise an average 
720 million jin anmally. By 1990 the productivity of cultivated land will 
reach 251 jin, and in an extraordinary bumper harvest year gross output may 
reach 39.5 billion jin. The intrastage stable output ratio will rise from 84 
percent to 87 percent and losses from natural disasters will drop 
successively, declining 200 million jin per year until they measure 28 percent 
of the annual production increment. By 1990 the average annuai gross yield 
may measure 34.36 billion jin. Between 1990 and 2009 the productivity of 
cultivated land will increase at a rate of 2.5 percent per year, unit yield 
will grow by 7.0 jin per year, and gross output will rise 1.11 billion jin 
annually. By 2000 the productivity of cultivated land will reach 321 jin, and 
in an extraordinary bumper harvest year gross output may reach 50.5 billion 
jin. The intrastage stzble output ratio will rise from 87 percent to 92 
percent and losses from natural disasters will drop successively, declining 
250 million jin per year until they measure 23 percent of the annual 
production increment. By 2000 the average annual gross yield may measure 45.5 
billion jin. However, in order to realize the above objectives we must 
quarantee that the following measures are put into effect: Between 1985 and 
2000 we must annually apply 250,000 tons more standard chemical fertilizers by 
and raise the total application level in Heilongjiang to 6.11 million tons. 
We must increase irrigateci area 1 million m per year to bring total irrigated 
area up to 25.35 million m by the year 2000. We must institute fairly 
extensive capital construction on farmland and improve our capacity to resist 
natural disasters. In order to guarantee that we attain the target of 50 
billion jin of grain we must also make breakthroughs in other means of raising 
output. Otherwisewe must increase fertilizer applications further. In 
addition, we must add 15 million mu to our grain growing area and expand 
cultivated land by 20 million mu. Obviously it will be very difficult to 
carry out the above measures and achieve this uphill plan. 


The assure.. plan is as follows: Land, a basic agricultural production 
material, is limited. Based on the current situation in Heilongjiang, not only 
will it be extremely difficult to continue increasing cultivated land area, it 
will also be hard te hold onto what we already have. As production develops 
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and grain output continues to improve, given a constant growth rate the 
abseclute value of increased output increases over time. And, as required 
technological measures play a greater and greater ro.e, the degree of 
difficulty also increases. In v’ew of the fact that Heilongjiang has a poor 
agricultural base and a low level of intensive farming, we advocate the 
assured plan. Between 1985 and 1990 the productivity of cultivated land will 
rise at the rate cif 1.7 percent per year and the intrastage stable output 
ratio will increase to 8@ percent. By 1990, in an extiaordinary bumper 
harvest year the unit yieic may reach 247 jin and gross ovtput may measure 
38.8 billimm jin. In an ordinary year the unit yield will measure 212 jin and 
the gross output will totai 33.4 billion jin. Between 1990 and 2000 the 
productivity of cultivated land will rise at the rate of 2.0 percent per year 
and the intrastage stable output ratio will increase to 90 percent. By 2000, 
in an extraordinary bumper harvest year the unit yield may reach 301 jin and 
gross output may measure 47.4 billion jin. In an ordinary year the unit yield 
will measure 271 jin and the gross output will total 42.6 billion jin. Given 
the guaranteed material and technological conditions proposed in our 
agricult:'ral development strategy, it is possible to fulfil the above plan. 


Above we have used the incremental production factor analysis and projected 
possible productivity on cultivated land for the years 1990 and 2000. In 
order to predict further the probable grain outputs for each year, we have 
used 2 method that combines a mathematical model with empirical analysis to 
project the alignment of grain yields for the years 1985 through 1990. We 
have adopted a nonstationary time series model. Historical unit grain yields 
can be looked upon as a nonstationary time series. The current increasing 
trend is the result of the gradual rise in productivity on cultivated land due 
to fertilizer applications, irrigation, and other technological measures. 
Climate has a decisive effect on agricultural production, and the cyclical 
nature of climatic changes has resulted in the current alternation between 
bounty and shortage in agricultural production. At the same time, the 
fortuity of climatic factors also makes a high or low output a stochastic 
event. We have analysed and then superimposed the elements of this 
nonstationary time series analysis--the combination of trend elements, 
cyclical elements, and stochastic elements. 


To forecast forthcoming grain yields is also to forecast ferthcoming social 
phenomena, and these are in no way mere repetitions of past social phenomena. 
We must carefully consider the effects of man-made factors: increases in 
social productivity and material inpu*s. We should distinguish man-made 
factors from natural factors. We should use mathematical models to simulate 
the effects of natural factors, and we should consider increased fertilizer 
applications, irrigation, disaster-resistance capacity, and other man-made 
factors te be external interferences injected into the model. First, output 
stripped of artificial influences is the climatic factor. We use a historical 
climatic series to predict the forthcoming climatic factor. Forecast results 
demonstrate a fundamental tendency for a level climate that provides a unit 
yield increase averaging only 0.06 jin per year. That is to say, after 
eliminating yield increases due to fertilizer and water factors, the 
distribution of unit yields over time undulates along a horizontal line. 
Next, we add in possible artificial influences. Based on the quantity of 
chemical fertilizer and the irrigated area provided for in Heilongjiang 
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development plans, we obtain the increased output due to fertilizer and 
irrigation, label this the incremental production factor, and undertake the 
calculations (see Table 1). The results demonstrate a 4-year cycle and an 8- 
year cycle in the unit yield series. All findings pass the F-test with a 90 
percent degree of confidence. Each 4-year cycle shows a rise, another rise, 
and a decline, and each 8-year cycle is expressed in two peaks and one valley. 
The predicted 1985 gross output of 28.18 billion jin was very close to the 
actual output of 28.0 billion jin. The projected values are guaranteed given 
a certain level of irrigation, but cannot be precise for each year, and in 
some years there may be a significant discrepancy. These figures reflect the 
highest output for the productivity within a stage and the average unit yield 
for average productivity within a stage. They are basically reliable and 
valuable for reference. 


Table 1. Projected Annual Grain Output (1985-2000) 





Year Gross Unit Incremental Climatic Trend 

output yield production factor factor 

factor 

1985 281.8 179.2 34.24 133.06 148.52 
1986 319.8 203.3 44.27 156.83 148.59 
1987 361.9 230.1 54.11 176.14 148.67 
1988 302.6 192.4 46.96 141.39 148.75 
1989 296.7 188.7 48.38 135.50 148.82 
1990 368.1 234.0 64.44 168.71 148.90 
1991 374.3 238.0 68.05 167.25 148.98 
1992 321.9 204.7 57.70 133.63 149.05 
1993 321.7 204.5 59.59 130.47 149.13 
1994 366.7 233.1 73.16 151.88 149.21 
1995 273.8 237.7 77.21 152.41 149.28 
1996 367.2 233.5 77.38 145.59 149.36 
1997 365.4 232.3 78.76 141.55 149.43 
1998 403.2 256.3 91.87 158.02 149.51 
1999 441.4 280.6 105.87 174.62 149.59 
2000 384.9 244.7 89.97 142.53 149.66 


[Units of measurement in Table 1 not specified; data published as presented in 
the original text] 


The results of our calculations are as follows: Given that chemical 
fertilizer, irrigation, and capital construction on farmland are assured, 
annual gross output may reach 37.43 billion jin by 1991 and 44.14 billion jin 
by 1999. These are the production capacities possible in an extraordinary 
bumper harvest year. The projected gross output for the Seventh 5-Year Plan 
is 16 percent higher than that of the Sixth 5-Year Plan. Consequently, we 
feel that the gross grain output target in Heilongjiang's agricultural 
development strategy should be to produce 37 billion jin in 1990 and 45 
billion jin in the year 2000. 
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AGRICULTURE 


PAPER PREDICTS SHORTFALL IN JIANGSU LUMBER SUPPLY 
Nanjing XINHUA RIBAO in Chinese 13 Oct 86 p 2 


[Article by Ma Donghui [7456 2639 6540]: "Lumber Will Tend To Be in Short 
Supply Next Year; Unplanned Construction Will Produce an Unfavorable Situation"] 


[Text] Supplies Continue To Be Short and Demand Is Still Unmet 


Since the second quarter of 1986, sales have exceeded incoming supplies in 
Jiangsu lumber markets, and the inability of supply to satisfy demand has 
become increasingly clear. Little change is predicted for 1987. 1. There 
will be a further reduction in the mandatory plan. The state's allocation to 
Jiangsu will be reduced 19.6 percent in 1987 compared to 1986. 2. Market 
supplies are controlled by an overall plan, it is difficult to import supplies 
that require foreign currency, and domestic supplies are limited because of a 
desire to restrict tree-cutting. Therefore, there must obviously be a reduction 
in total market supply compared to 1986. 3. The potential (of other supplies) 
has greatly decreased, and stocks in the (sales-production) areas has 
generally decreased. The influence of lumber trading centers such as 
"Changjiang (7022 3068)" and "Huadong (5478 2639)" has weakened. In 1985 

these two centers supplied 400,000 cubic meters to Jiangsu, but only very 
little in 1986. Estimated amounts to be supplied to us in 1987 are not large. 


Supply Structure Has Changed and Grade Problems Have Become Prominent 


Total imports will decrease in 1987, and the proportion of pine form Jiangsu 
will increase. According to the 1987 federal import plan, North American pine 
and miscellaneous woods from Southeast Asia will provide only about 40 percent 
of the supply, while the proportion of Jiangsu pine will reach 60 percent. 
Moreover, the diameter of the logs is small (most are 14 to 18 cm), and the 
proportion suitable for farmhouse construction is only approximately one-third. 
In recent years, the mandatory planned supply of North American pine has been 
decreasing; in 1987, the decrease may be even greater. 


The structure of the domestic wood supply in 1987 will also not be ideal. In 
particular, there will be fewer raw logs and more cut lumber, less pine and 
more miscellaneous woods, and less good-quality/more desirable wood such as 
redwood, willow, linden (1110), and hemlock and more poor-quality wood that has 
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failed to sell. Lumber from the northeast especially will be of poor quality, 
high in price, and of limited usability because standards for select lumber 

have been relaxed, the allocation proportion has increased, prices have increased, 
and transportation has been difficult. 


The scarcity of good-quality woods such as North American pine, miscellaneous 
imported woods, willow, linden, redwood, and hemlock has created problems for 
agriculture, maintenance of production, procedureal reforms, construction of 
rural housing, and plywood production. Domestic plywood production has been 
severely restricted, and imported plywood is limited. Therefore, market 
supplies will continue to be tight. Fiberboard production and quality in 
Jiangsu cannot increase sufficiently because raw materials (mainly sawdust) 
are in short supply. The conflict between supply and demand is becoming 
increasingly severe. 


Based upon the lumber supply trends mentioned above, a blind expansion of basic 
construction will certainly create an unfavorable situation. 


13015/12951 
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AGRICULTURE 


FUTURE TRENDS IN SICHUAN PORK PRODUCTION, SALES 
Chengdu SICHUAN RIBAO in Chinese 16 Oct 86 p 2 


[Article by Hu Wenzhong [5170 2429 1813], Provincial Communication and 
Forecasting Center: "Pork Production and Sales Trends for the Coming Winter 
and Spring Seasons" ] 


[Text] Information from the national food industry managers' conference 
indicates that pork supply and demand for the coming winter and spring will be 
essentially balanced nationwide. There will be certain regional and varietal 
disparities, however. The conference predicted that the swine population in 
19 provinces and cities will decrease by the end of this year while that in 8 
other provinces and cities will increase slightly. Compared to the beginning 
of the year, the national swine population and number of breeding swine will 
decrease slightly. From the standpoint of pork supply sources, there will be 
an increase of 100,000 tons. No imbalance between pork supply and demand is 
forecast for the coming winter and spring although there will be more frozen 
and less fresh meat. 


The outlook for pork production and sales in Sichuan is good for the coming 
winter and spring. Production is predicted to reach 3 million tons this year, 
an increase of 8.4 percent compared to “he same period last year. By the end 
of the year, the swine population will stabilize at 60 million, and there will 
be more than 4 million breeding sows. These figures represent increases of 
1.4 and 0.9 percent, respectively. At the end of August, both the total swine 
and breeding sow populations had increased compared to the same period last 
year. Therefore, it is predicted that there will be 21 million swine ready 
for slaughter this winter in Sichuan, an increase of 7.8 percent. The number 
of swine ready for slaughter next spring, however, will be slightly lower than 
this spring. 


Trends in pork sales in Sichuan will be favorable, with a tendency toward 
tighter supplies. Compared to the same period last year, primary purchases 
and sales ir Sichuan this winter have been predicted to increase 8.3 and 
15.1 percent, respectively. Both purchases and sales are in excellent 
condition. The amount of market trading will also increase over last year. 
Because Chinese New Year will be early this year, pork trading will be 
concentrated and the peak season shortened. We must realize that the amount 


of pork in storage will increase, that there will be problems with other factors 
such as transportation. Pork will not be in short supply in Sichuan. 
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We must facilitate transportation, improve provincial market trading, stabilize 
purchasing policies, and enhance coordinated management. On the other hand, 

we should stabilize the supply of feed grain, improve veterinary medicine, and 
increase investment in the livestock industry. If this is done, pork production 
and sales in Sichuan will develop even further. 


13025/12951 
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LABOR MINISTRY OFFICIAL ON UNEMPLOYMENT 
HK210516 Beijing CHINA DAILY in English 21 Jan 87 p 4 


{"Excerpts" from "an official from the Ministry of Labor and Personnel" in 
a “recent interview with China Labor and Personnel News": "Situation Changed 
for Labor Market"--CHINA DAILY headline} 


[Text] Question: What is the status of employment in China? What are the 
differences between your task in 1980-85 and that in the 1986-90 period? 


Answer: The growth of China's labor force is now at its fastest. By 1990, 
about 100 million more people will have entered the labor market, 30 million 
of whom will be in cities and towns and 70 million in rural areas. 


At present, state-run enterprises across the country have about 1.5 million 
surplus workers. Additionally, rural areas have 1 million surplus laborers. 
With reform of the labor system and the trial implementation of the bankruptcy 
law, some employees of state enterprises may lose their jobs. 


The growing labor force and the pool of surplus workers present new demands. 
In the past, we only focused on the employment of city youths just out of 
school. In the years to come, we will also have to pay attention to the 
employment of workers who have lost their jobs because their enterprises have 
shut down or who have been laid off as a result of new management. Also, the 
movement of surplus labor from the countryside to cities needs to be planned 
and guided. 


Question: What special traits will the employment structure have in the 
near future? 


Answer: At present, employment pressure in big and medium-sized cities is 
decreasing but the pressure in small cities and towns is increasing. In 1980, 
of the country's total number of people waiting for jobs (excluding rural 
residents), 38 percent were in small cities and towns, but this percentage 
has risen, to 50 percent now. 
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Another new phenomenon is the increase in people who used to have jobs but 
quit, wanting a new position and are still waiting for opportunities. Most 
of these people worked in collectively-owned or privately-owned enterprises 
and businesses and now hope to get jobs in state enterprises. 


Although there are still some job vacancies in cities and towns, many people 
would rather wait for becter positions than take the ones available, which 
are usually not very good; people now have higher expectations. 


Question: What measures do you think should be taken to deal with these 
problems? 


Answer: We should base our work on rational utilization of the labor resouces. 
Our suggestions include: 


--Creating more job opportunities by encouraging various forms of business 
operations. 


--Including and addressing the question of employment in the country's general 
plan for economic development. In drawing up investment and construction 
schemes, employment should be considered. 


-~-Improving professional and vocational training for those waiting for jobs 
so as to raise the quality of the labor force. 


Question: How do you view the difficulties in employment? 


Answer: In the first few years of the 1980's, remarkable progress was made 
in employment. Some people, however, are over-optimistic, thinking there 
will be no serious unemployment from now on. Their unpreparedness for future 
difficulties overlooks the real problems in employment. 


Employment is an important element in the overall economic realm. Problems 
in this respect will seriously affect the economic reform if they are not 
timely and properly solved. We hope the relevant leaders and organizations 
will correctly assess the situation and work out plans accordingly. 


/9738 
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LABOR 


COUNTRY PROVIDES LABOR SERVICE TO 88 COUNTRIES 
0W111822 Beijing XINHUA in English 1547 GMT 11 Jan 87 


[Text] Beijing, 11 Jan (XINHUA)--China has not only provided labor service 
and contracted for construction projects abroad but also undertaken products 
there independently and sent expert groups in all fields as advisors to foreign 
countries in economic planning, management and other macro-economic activities. 


According to the Ministry of Foreign Economic Relations and Trade, more than 
67 companies have edged their way into the international labor market and have 
signed more than 3,000 contracts, involving U.S. $6.2 billion from 1979 to 

the end of October last year. 


The country began to provide labor service to foreign countries seven years ago 
first as aid to third world countries. Now the recipient countries have 
expanded from Africa to 88 countries and regions in North America, Latin 
America, Europe, Pacific islands and Oceania. 


At present, China not only contracts for construction projects, but also 
provides consulting service and undertakes project feasibility studies and 
software designing as well as trained technicians and provides overall tech- 
nical guidance after the contracted project is completed. 


The official said that this year China will send service personnel abroad 
in addition to professionals and technicians. 


/9738 
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LABOR 


MORE CONTRACTORS FOR PROJECTS ABROAD SIGNED IN 1986 
0W231132 Beijing XINHUA in English 0925 GMT 23 Jan 87 


[Text] Beijing, 23 Jan (XINHUA)--China signed 845 contracts for engineering 
projects and labor service cooperation abroad last year. 


Zhou Keren, spokesman for the Ministry of Foreign Economic Relations and Trade, 
made the announcement at a press conference here today. 


"In 1986, 50,000 Chinese engineers and workers worked abroad to implement 
contracts with a total annual turnover of U.S. $494 million," he said. 


Up to now, 67 companies handle China's foreign contracting business in 
engineering projects and labor service cooperation, and four contracts were 
approved last year. 


While consolidating existing markets, last year these companies worked to 
open new markets and develope business ties in Notth Africa, Latin America, 
East Europe and North America, Zhou said. 


At the end of last year, Chine had approved 277 Sino-foreign joint ventures 
and wholly Chinese-owned enterprises in foreign countries, with a total 
investment of U.S. $400 million, with China investing U.S. $230 million, 56 
percent of the total. And 90 of these enterprises were approved to set up in 
1986 and these joint ventures are located in more than 50 countries and 
regions, he said. 


/9738 
CSO: 4020/106 


113 











LABOR 


TRADE UNIONS’ ROLE TO BE STRENGTHENED 
0W231829 Beijing XINHUA in English 1741 GMT 23 Jan 87 
["Trade Unions' role to be strengthened"--XINHUA headline] 


[Text] Beijing, 23 Jan (XINHUA)--Trade unions will continue to guide the 
workers to play their role in the economic and political reforms this year, 
according to a high-ranking Chinese trade union official. 


Luo Gan, vice-president of the All-China Federation of Trade Unions, told 
XINHUA today: "Trade unions should help workers to deepen their understanding 
of the reforms, solve problems affecting the interests of the workers, and 
fight against the practice of a few officials who abuse their power to seek 
personal gain at the expense of workers." 


Trade unions will also play their role in coordinating the relations and 
interests among different social groups in the process of reforming China's 
labor and personnel, social security and insurance systems, which is expected 
to make big strides this year. 


Luo said that trade unions are now considering how to function better and in a 
more independent way under the leadership of the communist party anc how to 
participate more effectively in the management of state and social affairs. 


A new draft of the trade union law has been submitted to the National People's 
Congress, China's supreme legislative body, for discussion, he disclosed. 


/9738 
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GANSU PEASANTS FINDING JOBS OUTSIDE HOMETOWNS 
0W111156 Beijing XINHUA in English 1043 GMT 11 Dec 86 


[Text] Beijing, 11 Dec (XINHUA)--Half a million peasants in northsest China's 
Gansu Province, which has the lowest peasant per capita income in China, are 
now working in industry outside their hometowns. 


According to the ECONOMIC DAILY, this year, a surplus labor force of another 
130,000 peasants from 16 of the province's poor counties have left their 
hometowns to engage in industries including building, coal mining, highway 
construction and lumbering. 


Last year, more than 200,000 Gansu peasants worked in about 2,000 building 
enterprises, which registered total output value of 570 million yuan, according 
to the paper. 


Last year's net income per capita in the Dongxiang autonomous county, 40 
percent of whose peasants now work outside, increased by five times over 
that of 1979, 


The paper reported that some 200,000 peasants of the Linxia Hui autonomous 
prefecture every year go outside the province to take up building and 
business. 


With 10,000 peasants engaged in building, the drought-stricken Lintao County 
has become the first county in the province to have output value of rural 
enterprises exceeding 100 million yuan, the paper said. 


/9738 
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SHANGHAI OFFICIAL CITED ON LABOR CONTRACT SYSTEM 
0W260236 Beijing XINHUA in English 0206 GMT 26 Jan 87 


[Text] Shanghai, 26 Jan (XINHUA)--The labor contr."t system, officially 
adopted nationwide last October, helps to rationalize the flow of labor and 
raise the efficiency of workers and competition among enterprises, a Shanghai 
Labor Department official said today. 


Shanghai had 180,000 contract workers by the end of 1986. They received the 
same vocational training and enjoyed similar treatment and rights as per- 
manent workers, said Shen Zhi, deputy head of the Municipal Labor Bureau. 


Over 93 percent of the workers renewed their contracts last year. 


The system has been particularly welcomed by young people who chafed at the 
previous method of job assignment or the replacement of retired people with 
their children. 


“Previously, all workers were assigned to enterprises through administrative 
means, which meant life-long jobs for them in enterprises. Though the system 
of fixed job assignment played a positive role in the past, the disadvantages 
of the ‘iron rice bowl' have become increasingly obvious," said Shen. 


To provide more chances for local unemployed persons the city's Zhabei District 
held a labor market this month. Enterprises advertised their products, wages, 
bonuses, working conditions and employment requirements, and negotiations were 
carried out among recruiters and job seekers on the spot. 


Newspaper advertisements have also played an increasingly important role in 
recent months by offering jobs to 20,000 people in the last quarter of 1986. 


/9738 
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BRIEFS 


CONTRACT HIRING SYSTEM SUCCESSFUL--Beijing, 20 Jan (XINHUA)--State enterprises 
in most parts of China have implemented the contract-hiring system since 

the state officially put the reform measure into force in October last year, 
according to the Ministry of Labor and Personnel. In the last three months 

of 1986, China employed 700,000 contract workers, which brought the total 

to 4.3 million. An official of the ministry said today that the new system 
has proved effective in arousing workers’ enthusiasm, revitalizing enterprises 
and improving their economic efficiency. More than 1,600 contract workers at 
a cotton mill in Mouping County, Shandong Province, overfulfilled their quotas 
every month, and 190 contract workers at the Guizhou television plant have 
undertaken assembly of key circuit boards for color television sets. [Text] 
[Beijing XINHUA in English 1325 GMT 20 Jan 87 UW] /9738 


LABOR-FOR-HIRE COMPANIES--Beijing, 17 Jan (XINHUA)--A new form of Labor 
distribution, which was first established in China at the beginning of the 
economic reform in 1979, is flourishing throughout the country. More than 
45,000 labor-for-hire companies were set up in the past five years. They 
have provided jobs for nearly 10 million people. More than half of the 
workers received training before they were given jobs, according to an 
official. Skilled workers exchange centers were also set up in 25 of the 
country's 29 provinces, autonomous regions and municipalities. [Text] 
[Beijing XINHUA in English 0158 GMT 17 Jan 87 OW] /9738 
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RAILWAY MINISTRY REDUCES CAPITAL CONSTRUCTION INVESTMENT 
Beijing JINGJI RIBAO in Chinese 18 Nov 86 p l 


[Article by staff reporter Man Tie [3029 6993]: “The Ministry of Railways 
Saves 1.5 Billion Yuan in the Cost of 6 Capital Construction Projects”} 


[Text] In capital construction planning, the Ministry of Railways has changed 
the old planning ideas and methods and implemented the principle of 
“simplicity, economy, practicality, completeness, and capability.” In railway 
design, it has adopted technical standards which are moderate and suited \:o 
China's conditions, with remarkable results. Recently the ministry exami aed 
six capital construction projects including the Harbin railway hub extension 
project and slashed their budgetary estimate from 6 billion to 4.5 billion 
yuan, a 25-percent reduction in investment, for wich the ministry was 
commended by leading comrades of the State Council. 


Cost reduction is a major problem in railway capital construction, and solving 
this problem is a successful contracting in railway management. In the past 
few years, the Ministry of Railways has regarded reducing building cost as a 
major task. To do this, departments and units at all levels have cooperated 
closely with one another. From feasibility studies to construction, a project 
is examined carefully at each step and at every level. Their major 
accomplishments are as follows: 


--Old conventions must be discarded and new standards set. In the past few 
years, the ministry has reaffirmed the principle of building railways by 
setting the priorities right and making investment and getting results by 
stages, and put forward the new principle that different standards should be Lp 
used for renovating old railway lines and building new ones. On setting up 
stations, the old rule of having one station every 7 to 8 km to handle 
passenger and freight services has been discarded, and the distance between 
stations has been extended. On the Da-Qin line, the average distance between 
stations is more that 30 km. On technical transformation measures, the old 
practice of relying solely on civil engineering work to increase the number of 
switch stations, reduce the degree of slopes and build mult.ple-track lines 
has been diecarded. Instead, systems engineering methods, including software 
in the fields of civil engineering, locem-*t-es, telecommunications and 
signals, and traffic organization, are used to enhance transport capacity in a 
comprehensive way. 
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--Special attention must be paid to the initial surveys and a good job must be 
done from the very beginning. The ministry has discarded the old practice of 
relying on appraisals and checks after designs were completed. Instead, plans 
are compared and selected carefully from the very beginning of designing work, 
when design tasks are being drafted and preliminary surveys are being made, to 
insure that things are done properly from the start. Take the railway between 
Xuancheng and Hangzhou for example. The ministry began to organize manpower 
to examine the draft designs as early as in the preliminary survey stage, and 
came up with a 16-point partial improvement plan. Initial estimates show that 
a lot of money can be saved. 


--Investment must be controlled by setting limits to designs. The ministry 
has implemented a system of setting design limits for the designing 
departments on a trial basis. The total investment in a planned project is 
controlled by a standard construction cost per 10,000 ton/km of new transport 
capacity. In this way money can be put to best use. 


--Better designs must be obtained by bidding and contracting. The ministry 
has implemented a system of bidding and job contracting for the designing 
departments. The successful bidders have all been able to do meticulous 
designs and turn out better plans. For example, bids were invited for the 
design of the Dezhou-Dongying line. Selection and improvement of plans for 
even a portion of that line alone saved 10 million yuan. 


--A group of experts must make appraisals and checks. When design papers are 
completed, the ministry's chief engineer will invite authoritative experts to 
form a rationally organized expert group to carry out on-the-spot inspections 
and appraisals. For example, after appraisal by an expert group, the total 
budgetary estimates on four large engineering projects including the Houma- 
Yueshan line in Shanxi were reduced by more than 1 billion yuan. 


--A system must be implemented under which contractors are responsible for 
their own profits and losses. A system of open bidding and job contracting 
has been implemented for new construction projects and the unfinished sections 
of projects under construction. In 1985, 11 construction projects were 
contracted through open bidding, and the contract estimates of 1,128,000 yuan 
were 10 percent lower than the original estimates. 


12802/12913 
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CONTROL OVER SCALE OF CAPITAL CONSTRUCTION STRESSED 
Beijing RENMIN RIBAO in Chinese 8 Dec 86 p 2 


[Interview with Gan Zhijian [1626 1807 1017], vice minister of State Planning 
Commission, by staff reporter Zhang Guorong [1728 0948 2837]: “Capital 
Construction--Control the Scale of Investment and Insure Funds for Key 
Projects"; date and place not specified] 


[Text] Keeping the scale of investment under control and reducing the number 
of capital construction projects has been a problem for many years. How is it 
this year? Recently this reporter had an interview with Comrade Gan Zhijian, 
vice minister in charge of the State Planning Commission. He held that some 
results have been achieved, but there are still problems. 


This year a number of projects under construction have been suspended or 
postponed, and the scale of investment is beginning to be brought under 
control. According to statistics of 35 provinces, autonomous regions, 
municipalities directly under the central government and cities with province- 
level economic decisionmaking authority and 45 departments, 598 projects have 
been suspended, 669 projects postponed, and more than 200 projects reduced in 
scale, cutting down total investment by 7.65 billion yuan, and the investment 
pattern has been readjusted somewhat. Construction of 60 guesthouses, hotels, 
office buildings and various “centers,” requiring an investment of 5 million 
yuan or more each, has been suspended or postponed. The rate of fixed assets 
turned over for use has increased to 28.4 percent from 20.1 percent in the 
same period last year. 


Comrade Gan Zhijian theorized that initial success has been achieved this year 
in controlling the scale of investment and sorting out the construction 
projects under way mainly because the leadership has taken the matter 
seriously and adopted effective measures. At a provincial planning meeting 
held at the beginning of this year, a principal leading comrade of Hubei 
Province pointed out emphatically that the scale of capital construction must 
be firmly brought under control according to the guidelines of the central 
government “impartially, unrelentingly, and with iron discipline.” In Anhui 
Province, experiences and lessons in nonproductive construction projects, such 
as office buildings, auditoriums, and hotels were summed up conscientiously, 
and, as a result, prov‘ncial and municipal investment in guesthouses and 
hotels in Hefei City was cut down by nearly 160 million yuan. 
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Judging by information gathered initially, the problem remains the same: too 
many construction projects are under way, and the scale of investment is 
overextended. The situation that “there is not enough to go around” has not 
changed much. Particularly the amount of investment transferred at the end of 
each year into the next year has been growing, instead of decreasing, year 
after year. For example, based on this year's estimated capital construction 
investment of 115 billion yuan, it will take at least 3 years, even if no new 
projects will be added in the next year and the year after, to complete all 
the construction work. 


In order to avoid control over the scale of planned investment, some 
localities are keeping a considerable portion of their investment from 
appearing in plans. Of the country ‘'s total investment from January through 
October this year, as much as 8.29 billion yuan, more than one-third of the 
total amount of self-raised investment funds, was not included in the plan, 
and not subject to examination. If this situation remains unchanged, overall 
control of the scale of investment is just empty talk. 


At present, investment in construction projects often exceeds budgetary 
estimates, and economic returns are not commensurate with investment. Comrade 
Gan Zhijian said that there are several reasons for investment to exceed 
budgetary estimates. First, prices of materials and equipment are rising. 
Second, land acquisition and moving costs are constantly increasing, and there 
are numerous other costs. Third, decisions on some projects are made hastily 
without in-depth feasibility studies and sufficient appraisals, and 
construction is then started in a hurry, only to find one missing item and 
shortcoming after another and be forced to make technological and designing 
changes and do remedial work, causing unnecessary losses and waste. Fourth, 
conservative designing and backward standards cause waste. Moreover, in the 
course of construction of some large and medium-sized projects, coordination 
is lacking between construction of the main item and of the auxiliary 
facilities, resulting in delayed completion and economic returns on the 
investment. 


Finally, Comrade Gan Zhijian pointed out: Controlling the scale of investment 
and sorting out the projects under construction are positive steps to 
stabilize the economy and increase economic returns, and not a temporary 
measure. They will continue to be a focus of our economic planning work in 
the next year, and should be firmly implemented. On the question of how to 
effectively control the scale of investment and increase returns on 
investment, Comrade Gan Zhijian said that first of all it is necessary to 
strictly control the start of new projects. Projects which have been examined 
and sorted out for suspension and postponement must be really suspended and 
postponed, and removed from the next year's plan, to insure funds for the key 
projects. Top priority should be given to projects which are going into 
operation aud their ancillary projects. Next, consideration can be given to 
other continuing projects. At the same time, it is necessary to take care of 
a number of projects which have remained in the last stage of construction for 
3, 4, 5 and even 6 years, and put an end to their living off the “capital 
construction pot” indefinitely. 
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TIAN JIYUN, FANG YI SPEAK ON GOLD PRODUCTION 
0W061344 Beijing XINHUA in English 1324 GMT 6 Jan 87 


[Text] Beijing, 6 Jan (XINHUA)--Gold production has caught the attention of 
the Chinese Government and efforts are being mobilized to push production to 
new heights. 


While attending a recently-held national gold conference with other state 
leaders, Vice Premier Tian Jiyun stressed that the increase of gold storage 
will enhance the country's economic power and prestige when conducting foreign 
economic activities. It could also enrich the gold producing areas and their 
people. 


"Regions and departments concerned should create favorable conditions in order 
to make a breakthrough in gold production in the following five years," said 
the vice premier. 


State Councilor Fang Yi, who is in charge of science and technology, said: 
"To accelerate gold production, efforts must be taken to improve technology." 
He urged the use of advanced technology in the existing enterprises. 


It was learned that the annual production volume of the three major gold 
producing bases, Shandong, Henan and Heilongjiang Provinces, will make up 51 
percent of the nation's total by the end of the decade. 


Provinces and regions like Hebei, Inner Mongolia, Liaoning and Jilin now pro- 
duce about 50,000 to 100,000 ounces annually. Some key gold mines are striving 
to double their production. 


Prosperous newly-developed gold producing areas, including the west part of 
Guangdong Province, Hainan Island and Shaanxi, will concentrate their efforts 
on exploration and capital construction. 


A number of policies were developed in the past years to encourage gold 
exploration, mining and refining. As a result, gold production has kept 
increasing by more than 10 percent for 11 years. 


Presently, gold deposits have been found in nearly 1900 counties in China, and 
gold mining has been carried out in more than 400 counties. 
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ECONOMIC MINERAL DEPOSITS FOUND IN TIANJIN AREA 
0W281930 Beijing XINHUA in English 1442 GMT 28 Jan 87 


[Text] Tianjin, 28 Jan (XINHUA)--Chinese geologists reported to have dis- 
covered 31 kinds of minerals in the area around the north China port city of 
Tianjin. 


The mineral reserves include petroleum, natural gas, coal, gold, tungsten, 
copper and barite. In addition, geologists have also verified geothermal 
resources. 


The Tianjin Geology and Minerals Bureau said that water at temperatures ranging 
from 30 to 97 degrees centigrade is being tapped via 240 wells to be used for 
industrial, aquacultural and agricultural purposes. 


A kind of purple clay here can be baked directly into pottery wares without 
supplementary ingredients, the geologists say. This has led to speculation 
that the city might become a thriving pottery industry before long. 


Some of the minerals have been sold abroad. And many foreign business 
people have expressed interest in cooperative exploitation. 


Singapore has established joint ventures with local enterprises to produce 
ceramics and process marble. 


The United Nations and Italy have achieved progress in their cooperative 
development of Tianjing's thermal energy. France is negotiating with the city 
to develop coal resources, according to the city's geology and minerals bureau. 
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BRIEFS 


JIANGXI COPPER MINE--Nanchang, 18 Nov (XINHUA)--Third phase construction of 
China's largest copper production base in Dexing County in East China's Jiangxi 
Province began today. The project, with an investment of 1.2 billion yuan 
(U.S. $324 million) of state funds, is expected to handle 60,000 tons of ore 
daily, when it is completed in 1992. The Dexing Copper Mine has been estimated 
as having deposits of 1.59 billion tons, and the mine has already achieved a 
daily capacity of 30,000 tons of ore, with an annual output of 42,000 tons of 
refined ore. When third phase construction is completed, the mine will have a 
daily capacity of 105,000 tons, and annual output of 140,000 tons of refined 
ore. [Text] [Beijing XINHUA in English 1054 GMT 18 Nov 86 OW] /9738 


MINERAL DEPOSITS--Beijing, 9 Jan (XINHUA)--China verified 240 deposits of 70 
different kinds of minerals last year, the ECONOMIC DAILY reports today. The 
potential value of the newly-discovered mineral reserves was estimated at 

50 billion yuan, 300 times that of the investment in geological prospecting 
last year, the paper notes. The newly discovered deposits of 18 major 
minerals such as coal, iron, gold, silver, lead, and zinc have exceeded the 
annual quotas up to 11 times. Rich natural gas reservoirs have been found in 
the South Songliao Basin in northeast China and northeast Sichuan Province, 
and industrial oil and gas on the Continental Shelf and the Tarim Basin in the 
Xinjiang Uygur Autonomous Region. [Text] [Beijing XINHUA in English 1311 GMT 
9 Jan 87 OW] /9738 


GUANGXI BENTONITE DEPOSIT--Beijing, 12 Jan (XINHUA)--A deposit with a verified 
reserve of 500 million tons of bentonite, the largest of its kind in China, 
has recently been found in south China's Guangxi Zhuang Autonomous Region. 

The shallow and high-quality deposit has 10 seams ranging from 60 centimeters 
to 5 meters thick, according to lcecal geologists. Bentonite is widely used in 
the petroleum, metallurgy, and textile industries. [Text] [Beijing XINHUA 

in English 1032 GMT 12 Jan 87 OW] /9738 


GUIZHOU GOLD DEPOSIT--Guiyang, 9 Jan (XINHUA)--A high-grade gold deposit has 
been found in the southwestern part of Guizhou Province in southwest China. 
Experts told XINHUA that the deposit belongs to the sand-disseminated type and 
this is the first time that this kind of deposit has been found in China. This 
type of ore is as fine as one micron in diameter and is often dispersed around 
mineral deposits of antimony, arsenic, and zinc, they said. [Text] [Beijing 
XINHUA in English 0820 GMT 9 Jan 87 OW] /9738 
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